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BETWEEN YOU AND YOUR DOCTOR: THE PRI- 
VATE HEALTH INSURANCE BUREAUCRACY- 
DAY 2 


THURSDAY, SEPTEMBER 17, 2009 

House of Representatives, 

Subcommittee on Domestic Policy, 
Committee on Oversight and Government Reform, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 2:25 p.m., in room 
2154, Rayburn House Office Building, Hon. Dennis J. Kucinich 
(chairman of the subcommittee) presiding. 

Present: Representatives Kucinich, Cummings, Tierney, Ken- 
nedy, Foster, Towns (ex officio), Jordan, and Schock. 

Also present: Representative Conyers. 

Staff present: Jaron R. Bourke, staff director; Yonathan Zamir, 
counsel; Jean Gosa, clerk; Charisma Williams, staff assistant; Ron 
Stroman, chief of staff, full committee; Carla Hultberg, chief clerk, 
full committee; Leneal Scott, IT specialist, full committee; Adam 
Hodge, deputy press secretary, full committee; Rob Borden, minor- 
ity general counsel; Dan Blankenburg, minority director of out- 
reach and senior advisor; Adam Fromm, minority chief clerk and 
Member liaison; Ashley Callen, minority counsel; and Molly Boyl, 
minority professional staff member. 

Mr. Kucinich. The Domestic Policy Subcommittee of the Over- 
sight and Government Reform Committee will now come to order. 

Today is the second of this subcommittee’s 2-day hearings exam- 
ining how the bureaucracy of the private health insurance industry 
influences the relationship between physicians and their patients. 

Yesterday, the subcommittee heard the testimony from individ- 
uals, doctors, whistleblowers, and policy analysts, all of whom re- 
lated their experiences with, and opinions about, the private health 
insurance bureaucracy and its impact on health care in America. 

Today, the subcommittee will hear testimony from top executives 
of the six largest health insurance companies in the United States, 
and I want to welcome the witnesses and thank them for their 
presence here, and we look forward to hearing from you. 

Now, without objection, the Chair and ranking minority member 
will have 5 minutes to make opening statements, followed by open- 
ing statements not to exceed 3 minutes by any other Member who 
seeks recognition. 

Without objection. Members and witnesses may have 5 legisla- 
tive days to submit a written statement or extraneous materials for 
the record. 
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I want to add that the House has adjourned for the weekend, and 
while generally that means that there would be very few Members 
here, there are a number of Members who have expressed an inter- 
est, and you may see them come in throughout the course of the 
hearing. But good afternoon and thank you very much for your 
presence before this subcommittee. 

Yesterday, we received testimony from the daughter of a man 
whose bone marrow transplant was delayed an agonizing 126 days 
while authorization from his insurer was denied and sustained on 
appeal. She asks, “Would there have been a different end to my 
dad’s story if he had been given approval of the first transplant re- 
quest in April 2006? Would he be alive today? We don’t know. 
What we do know is that his chance for survival most assuredly 
did not increase because” — and she is talking about the insurer — 
“built the bureaucratic roadblocks that changed the course of my 
father’s treatment and made him wait for his potentially life-saving 
bone marrow transplant.” 

We also heard from the father of a 2-year-old who was born with 
a severe cognitive disorder. He has had to struggle to get the cov- 
erage his premiums pay for. Recounting the toll on his family that 
the repeated delays and denials of care for his daughter caused by 
his health insurer, here is what he told us. He said, “The stress of 
constantly of having to hold the HMO and their agents to their 
agreed-upon obligations has relegated me to the role of my daugh- 
ter’s care manager and all too often robbed me of my role as Sid- 
ney’s loving daddy.” 

The experiences of these individuals are the tip of an iceberg. 
Court and State regulatory records are replete with recent findings 
of wrongful denial and delay of health care by private health insur- 
ance bureaucrats. Hundreds of thousands of people have been 
wrongly denied health care coverage, hassled with unnecessary 
documentation requests, underpaid claims, ripped off by fixed data 
bases that underpaid claims. The actions of insurance company bu- 
reaucrats in causing needless delays and denials of coverage for 
prescribed treatment can be as detrimental as the disease itself 

Now, this was the conclusion of the Ohio Supreme Court when 
it upheld the largest jury award in Ohio’s history against Anthem 
for denying life-saving treatment to Esther Dardinger. Here is 
what the Court said in that decision. 

“Then came the bureaucracy. Anthem had worn” — talking about 
the Dardingers — “Anthem had worn the Dardingers down as surely 
as the cancer had. Like the cancer. Anthem relentlessly followed its 
own course, uncaring, oblivious to what it destroyed, seeking only 
to have its own way.” 

That is from the court decision. 

Now, regulatory actions and jury awards do not, however, tell the 
whole story, since these measures consist only of instances in 
which insurers were caught and punished for a violation. There is 
no record of the silent suffering that our constituents endure with- 
out filing a complaint or a lawsuit. 

Recently, however, the research arm of the California Nurses As- 
sociation published results of its analysis of claims payment data 
maintained by the California Department of Managed Health Care. 
They found that claim denials by health insurers operating in Cali- 



3 


fornia averaged 21 percent in the period 2002 to June 2009. Unfor- 
tunately, we learned yesterday from another witness that there is 
no comprehensive national data source on all health care coverage 
that has been denied, substituted, or delayed. 

In this absence of transparency, health insurance companies pro- 
mote the public image that they encourage healthy living. All of 
the insurance companies here today wanted to be represented by 
their top doctors, known as chief medical officers. Had we allowed 
that, their preferred representatives would have been consistent 
with the public image that the companies like to project, but it 
would have denied the subcommittee the ability to probe how 
health insures really work. What is your business model? 

Whether a health insurer follows a doctor’s order or interferes 
with it by denying a pre-authorization is in large part a business 
decision. It is not a medical one. Financial analysts of the health 
insurance industry carefully chart the medical loss ratio, which you 
are all familiar with, the MLR, the amount of each dollar received 
in premiums that health insurers spend on medical expenses. In- 
vestors consider MLR to be a key indicator of an insurer’s ability 
to control its spending on health care and thereby is a predictor of 
profitability. 

Insurance company executives pay attention first to the concerns 
of Wall Street. We understand that. According to a former execu- 
tive of one of the Nation’s largest for-profit insurers, quote, inves- 
tors want that MLR to keep shrinking. And if they see that an in- 
surance company has not done what they think meets their expec- 
tations with the medical loss ratio, they’ll punish them. I’ve seen 
a company stock price fall 20 percent in a single day, when it did 
not meet Wall Street’s expectations with this medical loss ratio. 

That’s a quote. 

Private health insurers have developed a sophisticated bureauc- 
racy to find reasons to avoid paying for expensive treatment. They 
are developing new products, with high deductibles and copay- 
ments, so they don’t have to pay the health care bills. Private 
health insurers refuse to abandon the practice of rescissions, in 
which they revoke a policy after receiving premium payments once 
large claims are filed. Over 60 percent of people who entered bank- 
ruptcy due to medical costs that caused them to become insolvent 
had private insurance at the start of the illness. 

Finally, private health insurers are insuring fewer people and 
earning higher profits by avoiding providing coverage to people who 
get very sick and have very high medical bills. That is what Wall 
Street wants to see; and today, thankfully, we have before us sen- 
ior executives from the six largest private insurers in the Nation 
who are here to explain to this committee and to Congress how you 
can reconcile the demands of Wall Street — which are quite signifi- 
cant and severe sometimes — the demands of Wall Street with the 
health care needs of your policyholders. That is what we are going 
to be exploring today. 

So, with that, I am going to recognize the distinguished ranking 
member of the subcommittee, Mr. Jordan of Ohio. 

[The prepared statement of Hon. Dennis J. Kucinich follows:] 
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Opening Statement of 
Dennis J. Kudnich, Chairman 
Domestic Policy Subcommittee 
Oversight and Government Reform Committee 

Hearing entitled: “Between You and Your Doctor: the Private Health Insurance 

Bureaucracy” Part II 

September 17, 2009 


Yesterday, this Subcomniittee received testimony from the daughter of a man whose 
bone marrow transplant was delayed by 126 agonizing days, while authorizations from 
his insurer were denied and sustained on appeal. She asks: “Would there have been a 
different end to my dad’s story if he had been given approval of the first transplant 
request in April 2006? Would he be alive today? We don’t know. What we do know is 
that his chance for survival most assuredly did not increase because. . . [his insurer] built 
the bureaucratic roadblocks that changed the course of my father’s treatment and made 
him wait for his potentially life-saving bone marrow transplant.” 

We heard finm the father of a two year old who was bom with a severe cognitive 
disorder. He has had to struggle to get the coverage his premiums pay for. Recounting 
the toll on his family that the repeated delays and denials of care for his daughter caused 
by his health insurer, he stated: “The stress of constantly having to hold the HMO and 
their agents to their agreed upon obligations has relegated me to the role of my daughter’s 
care manager, and all too often robbed me of my role as Sidney’s loving daddy,” 

The experiences of these individuals are the tip of an iceberg. Court and state regulatory 
records are replete with recent findings of wrongful denial and delay of health care by 
private health insurance bureaucrats. Hundreds of thousands of people have been 
wrongly denied health care coverage, hassled with unnecessary documentation requests, 
underpaid claims, ripped-off by fixed databases that underpaid claims. The actions of 
insurance company bureaucrats in causing needless delays and denials of coverage for 
prescribed treatment can be as detrimental as disease itself. Such was the conclusion of 
the Ohio Supreme Court, when it upheld the largest jury award in Ohio’s history against 
Anthem for denying life-saving treatment to Esther Dardinger: “[TJhen came the 
bureaucracy. ..Anthem had worn [the Dardingers] down as surely as the cancer had. 

Like the cancer, Anthem relentlessly followed its own course, uncaring, oblivious to what 
it destroyed, seeking only to have its way.” 

Regulatory actions and jury awards do not, however, tell the whole story, since these 
measures consist only of instances in which insurers were cauglit and punished for a 
violation. There is no record of the silent suffering that our constituents have endured 
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without filing a complaint or lawsuit. Recently, however, the research arm of the 
California Nurses Association published results of its analysis of claims pa 5 nnent data 
maintained by the California Department of Managed Health Care. They found that 
claims denials by health insurers operating in California averaged 2 1 % in the period 2002 
to June 2009. Unfortunately, we learned yesterday from another witness that there is no 
comprehensive national data source on all the health care coverage that has been denied, 
substituted, or delayed. 

In this absence of transparency, health insurance companies promote the public image 
that they encourage healthy living. All of the insurance companies here today wanted to 
be represented by their top doctors, known as Chief Medical Officers. Had we allowed 
that, their preferred representative would have been consistent with the public image the 
companies like to project, but it would have denied the Subcommittee the ability to probe 
how health insurers really work. 

Whether a health insurer follows a doctor’s order, or interferes with it by denying a pre- 
authorization, is in large part a business decision, not a medical one. Financial analysts of 
the health insurance industry carefully chart the Medical Loss Ratio (“MLR”), the 
amount of each dollar received in premiums that health insurers spend on medical 
expenses. Investors consider MLR to be a key indicator of an insurer’s ability to control 
its spending on health care, and thereby is a predictor of profitability. Insurance company 
executives pay attention first to the concerns of Wall Street. According to a former 
executive of one of the nation’s largest for-profit insurers, “investors want that [MLR] to 
keep shrinking. And if they see that an insurance company has not done what they think 
meets their expectations with the medical loss ratio, they'll punish them. I've seen a 
company stock price fall 20 percent in a single day, when it did not meet Wall Street's 
expectations with this medical loss ratio.” 

Private health insurers have developed a sophisticated biueaucracy to find reasons to 
avoid paying for expensive treatment. They are developing new products, with high 
deductibles and co-payments, so they don’t have to pay the health care bills. Private 
health insurers refuse to abandon the practice of rescissions, in which they revoke a 
policy after receiving premium payments, once large claims are filed. Over 60 percent of 
people who entered bankruptcy due to medical costs that caused them to become 
insolvent had private health instance at the start of the illness. 

Private health insurers are insuring fewer people and earning higher profits, by avoiding 
providing coverage to people who get very sick and who have very high medical bills. 
That’s what Wall Street wants to see, and today, we have before us senior executives 
from the 6 largest private insurers in the nation, who are here to explain to us how they 
reconcile the demands of Wall Street with the health care needs of their policyholders. 
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Mr. Jordan. Thank you, Mr. Chairman, for holding this hearing. 
I want to thank our witnesses for being here today. 

Yesterday, we heard some heart-breaking stories of families deal- 
ing with severe illnesses and the mounds of paperwork they were 
forced to wade through when trying to get treatment. Bureaucracy, 
whether in government or private industry, should not be the final 
arbiter of health care decisions. In my opinion, those decisions 
should be between doctors, patients, and their families. 

My constituents come into our office and say that their child got 
sick and their insurance got canceled. Practices like this are inex- 
cusable. People purchase health insurance to guard against the day 
their child or spouse becomes gravely ill. It is precisely these in- 
stances when people most need coverage. Individuals who have 
acted in good faith, paid their premiums, and upheld their contrac- 
tual responsibilities should, in fact, be covered and get coverage. 

Last year, in the full committee, we held a hearing on improper 
health insurance rescissions. This was a problem in California and 
Connecticut. Rescissions should only occur when there is a material 
misrepresentation of fact or other breach of contract. It must be 
noted that any rescission, even when proper, leaves individuals un- 
insured. All stakeholders, regulators, insurers, and consumers 
should obviously try to prevent these occurrences. 

So what can we do to make sure that all Americans have access 
to coverage? My friends on the other side believe that more and 
bigger government is the answer. I think most Americans instinc- 
tively realize that trading some challenges with private insurance 
for the bureaucracy of the Federal Government is certainly not the 
solution. Instead, we should keep what works best in the current 
system and try to reform what is not working. 

The plan I support has four principles that I think need to be a 
part of any health care reform proposal: First, all Americans must 
have access; second, that coverage should be truly owned by the pa- 
tient; third, we must improve the health care delivery structure; 
and, finally, any reform must attempt to rein in out-of-control 
costs. 

As we address these challenges in our health care system, it is 
important that everyone has a seat at the table. I am glad that our 
witnesses can be here today, and I look forward to hearing their 
testimony. 

Thank you, Mr. Chairman. I yield back. 

[The prepared statement of Hon. Jim Jordan follows:] 
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Opening Statement of Ranking Member Jim Jordan 
Oversight and Government Reform Committee, Domestic Policy Subcommittee 
Hearing: 

“Between You and Your Doctor: the Private Health Insurance Bureaucracy” 
Thursday, September 17, 2009 


Mr. Chairman, thank you for liolding this hearing today. 

I would like to thank the witnesses for participating. 

Yesterday, we heard some heart-breaking stories of families dealing with severe illnesses 
and the mounds of paperwork they were forced to wade through when trying to get 
treatment. Bureaucracy, whether in government or private industry, should not be the 
final arbiter of health care decisions. In my opinion, these decisions sliould be between 
doctors, patients, and their families. 

I have had constituents come into my office and say that their child got sick and their 
insurance got cancelled. Practices like this are inexcusable. People purchase health 
insurance to guard against the day their child or spouse becomes gravely ill. It is 
precisely these instances when people most need the coverage. Individuals who have 
acted in good faith, paid tlieir premiums, and upheld their contractual responsibilities 
should be covered. 

These cancellations, as you know, are referred to as rescissions. Last year, in the flill 
Committee we held a hearing on improper health insurance rescissions. This was a real 
problem in California and Connecticut. Rescissions should only occur when there is a 
material misrepresentation of fact or other breach of contract. It must be noted that any 
rescission, even when proper, leaves individuals uninsured. All stakeholders, regulators, 
insurers, and consumers should strive to prevent these occurrences. 
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So, what can we do to make sure that all Americans have access to coverage? My friends 
on the other side believe that more and bigger government is the answer. I think that 
most Americans, like me, instinctively realize that trading some challenges with 
insurance companies for the bureaucracy of the federal government is not the solution. 
Instead, we should keep what works best in the current system and reform what is 
broken. 

The plan I support has four principles that I think need to be part of any health care 
reform proposal. First, all Americans must have access to health care coverage. Second, 
that coverage should be truly owned by the patient. Third, we must improve the health 
care delivery structure. Finally, any refonn must rein in out-of-control costs. 

As we address the challenges in our health care system, it is important that everyone has 
a seat at the table. 1 am glad that our witnesses can be here today and I look forward to 
hearing your testimony. 


2 
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Mr. Kucinich. I want to thank my colleague from Ohio. We have 
a bipartisan effort here on these committee hearings; and I have 
always appreciated his perspective and also the fact that you some- 
times offer a contrary point of view, which is needed to get to the 
truth. So thank you. 

We have the privilege of having the chairman of the full commit- 
tee here, and I am sure all Members would agree that it is our re- 
sponsibility when the chairman of the full committee shows up to 
provide the chairman of the full committee with an opportunity to 
be recognized. So at this time I want to thank Mr. Towns for the 
support that he has given this subcommittee in our effort to get to 
the bottom of some of these serious health care issues and thank 
you for your support on the whole range of concerns that the Amer- 
ican people have. 

The Chair recognizes the chairman of the full committee, Mr. 
Towns of New York. 

Mr. Towns. Thank you very much. I would like to thank you. 
Chairman Kucinich and Ranking Member Jordan, for holding this 
important hearing on unfair practices engaged in by private health 
insurance carriers. 

And let me begin by saying I agree with President Obama’s 
statement last week to the joint session that private, for-profit 
health insurance companies perform valuable services to their sub- 
scribers and our Nation. However, President Obama rightly called 
for health care reform legislation that. No. 1, ends discrimination 
against people with pre-existing conditions; limits discrimination 
because of age and gender, so that seniors and women will pay the 
same coverage as others; prevents insurance companies from drop- 
ping coverage when people are sick and need it most; caps out-of- 
pocket expenses so people do not become broke when they become 
sick; and eliminates additional charges for preventative care such 
as mammograms. 

In many States, insurance companies can simply cancel a per- 
son’s insurance if any existing medical condition is not listed on the 
application, and this can happen whether the person is even aware 
of the condition or not. We hear repeated reports that insurance 
companies limit benefits, simply drop or deny coverage for high- 
risk patients whose claims eat into the carrier’s profits, and purge 
small businesses with high claims. Carriers are doing this at the 
same time that their executives are receiving millions and millions 
of dollars compensation packages. 

Businesses cannot provide their employees with coverage due to 
their own eagerness to make a profit. On the other hand, patients 
are afraid to disclose health conditions and might even be forced 
to lie in order to receive medical treatment. Some patients suffer 
greatly as their health declines without necessary medical treat- 
ment. These insurance carriers’ practices are unacceptable and 
must be reformed. 

I believe insurance carriers must be held accountable. If a com- 
pany sells insurance, it must provide insurance coverage. When 
claims are made in that regard, it is essential that Congress enact 
health care legislation that includes provisions designed to ensure 
accountability and strong enforcement. 
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Mr. Chairman, I applaud you and Mr. Jordan for the work that 
you are doing and the members of the committee, but I want you 
to know that we have a lot of work to do because as we look and 
we see in terms of what people are going through, that we must 
reform it and we must reform it in a positive way. 

On that note, I yield back the balance of my time. 

Mr. Kucinich. I thank Chairman Towns. 

The Chair recognizes Mr. Foster, who was here even before any- 
body else. 

Mr. Foster. I yield back. 

Mr. Kucinich. OK. We will go to Mr. Cummings then. 

Mr. Cummings. Thank you very much, Mr. Chairman. And, Mr. 
Chairman, thank you again for holding this hearing; and I want to 
thank our panelists for being here this afternoon. 

Yesterday, we heard chilling testimony, shocking to the con- 
science — and, to be frank with you, after hearing that testimony, 
it was very difficult for me to sleep — about what insurance compa- 
nies do to regular, everyday people like the people that I represent. 

We heard from a Mr. Potter, Wendell Potter, and let me just give 
you some of the words that he said. 

He said, “For weeks now we’ve been hearing industry executives 
saying the same things and making the same assurances; and I am 
sure you will hear the same refrain tomorrow. This time, though, 
the industry is bigger, richer, and stronger; and it has a much 
tighter grip on our health care system than ever before.” 

“In the 15 years since the insurance companies killed the Clinton 
plan, the industry has consolidated to the point that it is now 
dominated by a cartel of large, for-profit insurers. The average fam- 
ily doesn’t even understand how Wall Street dictates determine 
whether they will be offered coverage and whether they can keep 
it and how much they will be charged for it. But in fact Wall Street 
plays a powerful role. The top priority of for-profit companies is to 
drive up the value of their stock. Stocks fluctuate based on compa- 
nies’ quarterly reports, which are discussed every 3 months in con- 
ference calls with investors and analysts.” 

“On these calls. Wall Street investors and analysts look for two 
key figures: earnings per share and the medical loss ratio, or medi- 
cal benefit ratio as some companies now call it. That is a ratio be- 
tween what the company actually pays out in claims and what is 
left over to cover sales, marketing, underwriting, and other admin- 
istrative expenses and, of course, profits.” 

And I will end it there. 

Basically, what they were telling us is that too many people are 
paying loyally, year after year after year, but when they want the 
insurance company to pay, the insurance companies quite often 
slap them in the face and say, no, we are going to give you a rescis- 
sion. We are going to find a pre-existing condition so we can save 
money. 

But one of the things that was most chilling was the testimony 
that came when they told us that, quite often, these panels in the 
insurance companies get together and they wait out people while 
they are sick. They wait out while they are trying to get a decision; 
and, quite often, they wait so they can die. That is what we heard 
in here yesterday. 
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And I said to them at that time that if that is the case then that 
is fraud, and it is criminal, and we as a country can do better than 
that. 

So I look forward to the testimony, Mr. Chairman; and, with 
that, I yield back. 

Mr. Kucinich. I thank the gentleman. 

The Chair recognizes Mr. Tierney of Massachusetts. 

Mr. Tierney. Thank you, Mr. Chairman. 

I don’t intend to take my full 5 minutes except to note that you 
have all heard a little bit about the testimony we have been hear- 
ing from individuals, and I hope you take a moment rather than 
to read any pro forma statements that you may have made to ad- 
dress the particular issues like the medical loss ratio. 

Can you explain how it is as medical costs rise faster than infla- 
tion companies still manage to keep the same ratio — medical loss 
ratio? Meaning they are putting less money into actual medical 
care and more money into profits, into salaries for executives, and 
into underwriting? 

And when it gets to underwriting, I think we would like to hear 
a little bit about why it is that other executives from firms like 
yours came before Congress and said that they would not do away 
with such practices like rescission, where somebody is ill and get- 
ting treatment only to find out the company then reaches back and 
tells them they are disqualified for some reason or why it is that 
you won’t stop the practice of pre-existing conditions unless you are 
regulated to do it or why it is you continue to put caps on coverage. 

It is all those reasons and things that lead this Congress to think 
that the only protection we can have for consumers is to put up a 
viable competitor against your companies to make them behave, 
make them come back and do more for consumers and less for their 
own self-interests and Wall Street’s self-interest. 

I see and we heard testimony yesterday about all sorts of new 
plans that you have coming out, voluntary benefits, limited medical 
benefits. And the voluntary usually means that employees are 
going to pay 100 percent of the premiums and that really the em- 
ployers pay nothing, while limited benefit plans mean that they are 
providing limited coverage, maybe prescription drugs or maybe 
some lab work and X-rays, maybe through doctors’ visits, but es- 
sentially the premiums are again paid entirely for by the employ- 
ees. Those monthly premiums are usually 30 to 50 percent less 
than major medical plans, and the employees get left holding the 
bag because they are not really covered at the end. 

I know some of your companies are sponsoring a medical con- 
ference in Los Angeles next month promoting those types of plans. 
I want you to address for us how you think that is that will help 
small businesses. You say that they are doing it because you can’t 
afford it, when in fact you are the ones who set the rates. You de- 
termine how high you are going to raise the premiums on other 
policies, driving them into policies like this for the small business 
employees. 

My small businesses aren’t impressed with it, and they don’t 
want to go in that direction. They want their employees to have 
good, solid coverage. 
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So I hope you answer all of those questions, and I look forward 
to your testimony and mayhe discussion afterwards of I think the 
sorry direction that we are going in the private health care indus- 
try, and mayhe you can convince us why it is not essential that we 
do something in terms of regulation and competition to put a stop 
to those practices which really haven’t shown or reflected well on 
your industry. 

I yield back. Thank you, Mr. Chairman. 

Mr. Kucinich. If there are no further opening statements, we 
will proceed to receive testimony from the witnesses before us 
today. 

I want to start by introducing our first panel: 

Mr. Richard Collins, welcome, Mr. Collins. 

Mr. Collins is the senior vice president of Underwriting, Pricing, 
and Healthcare Economics at UnitedHealthcare Group. He also 
serves as CEO of Golden Rule Insurance Co. and president of 
UnitedHealthOne, UnitedHealthcare’s individual line of business. 
He has served in this capacity since July 2005. Mr. Collins also 
manages the individual business of American Medical Security Life 
Insurance Co. and PacifiCare. 

Next, Mr. Brian Sassi, welcome. Thank you for being here. 

Mr. Sassi is president and CEO of the Consumer Business unit 
for WellPoint, Inc. Mr. Sassi is responsible for the company’s sen- 
iors, State-sponsored, and individual under 65 businesses. Pre- 
viously, Mr. Sassi was president of Blue Cross of California and 
chief executive officer of its life and health affiliate. He also served 
as vice president of Operations and Strategic Initiatives for Blue 
Cross of California and general manager of Small Group Accounts 
for the west region for WellPoint, Inc., the parent company of Blue 
Cross of California. Thank you. 

Ms. Patricia A. Farrell. Welcome, Ms. Farrell. 

Ms. Farrell is senior vice president of National and International 
Business Solutions for Aetna, Inc., leading divisions which provide 
health insurance for the Federal Government, TRICARE and State 
Medicaid programs and other businesses in the United States and 
abroad. Previously, she was the senior vice president of Aetna Spe- 
cialty Products and Medicaid. This included Aetna dental, life, dis- 
ability, long-term care, and voluntary products, and Aetna’s Medic- 
aid and children health insurance program business. Ms. Farrell 
has also served as senior vice president for Strategic Planning. 

Mr. James H. Bloem — is that correct? The pronunciation? 

Mr. Bloem. Bloem. 

Mr. Kucinich. Mr. James H. Bloem. 

Mr. Bloem is senior vice president, chief financial officer and 
treasurer for Humana, Inc. He has primary responsibility to super- 
vise all accounting, actuarial, analytical, financial, tax, risk man- 
agement, treasury, and investor relations activities for that com- 
pany. Thank you for being here. 

Mr. Thomas Richards. Appreciate your attendance here, Mr. 
Richards. 

Mr. Richards is senior vice president for Product Management 
and New Product Development for CIGNA Healthcare and 
CIGNA’s Choice Link subsidiary, which provides customer benefits 
and online enrollment. Previously, Mr. Richards ran CIGNA’s stop 
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loss business, which provides reinsurance to middle market and na- 
tional segment customers. During his career, Mr. Richards has held 
a variety of product positions in CIGNA Healthcare, including in 
CIGNA Healthcare’s marketing department, where he helped de- 
sign and bring to market preferred provider organization products 
and networks. 

And, finally, Ms. Colleen Reitan. 

Ms. Reitan. Reitan. 

Mr. Kucinich. Reitan. Ms. Reitan is executive vice president and 
chief operating officer of Health Care Service Corp., where she is 
responsible for its internal operations, as well as numerous divi- 
sions of the company, including subscriber services, government 
services, enterprise information, strategy and management finan- 
cial services, among others. Previously, Ms. Reitan was president 
and chief operating office of Blue Cross Blue Shield of Minnesota, 
20 years of experience in the health insurance field. She was also 
the co-creator of the Minnesota Health Information Exchange, a 
national model for sharing electronic health information. 

I want to thank you, Ms. Reitan, for appearing, and I want to 
a thank all the witnesses for appearing before our subcommittee 
today. 

I have to say, in just these first few minutes, in looking out at 
you and looking at your accomplishments in the insurance indus- 
try, this hearing is not and any of the questions that are asked, 
this isn’t about anything personal. We respect who you are. But the 
institutions that you represent are here to be questioned today and 
challenged today, and we are going to need your cooperation in un- 
derstanding your business model. 

With that, I will proceed to the swearing in. It is the policy of 
the Committee on Oversight and Government Reform to swear in 
all witnesses before they testify. I would ask that you please rise, 
each of the witnesses, and raise your right hands. 

[Witnesses sworn.] 

Mr. Kucinich. Let the record reflect that each of the witnesses 
stood, raised their right hand and answered in the affirmative. 

You may be seated. 

Mr. Cummings. Mr. Chairman. 

Mr. Kucinich. Yes, Mr. Cummings. 

Mr. Cummings. Mr. Chairman, just a point of information. Mr. 
Chairman, you just swore in the witnesses. Should a witness fail 
to be truthful with this committee, is there a penalty connected 
with that? 

Mr. Kucinich. Staff attorneys have just handed this to me. This 
is pretty pro forma for any congressional hearing where witnesses 
testify and swear under oath. There are two sections covered. 

One is 18 U.S.C., section 1001, which relates to knowingly and 
willfully falsifying any statement. There are provisions in this for 
penalties that include fine and imprisonment. 

There is another section that I was given, 2 U.S.C., section 194, 
that relates to congressional and committee procedure. If anyone 
fails to answer any pertinent question, we would have to, according 
to this, certify through the House of Representatives the facts as 
we see them to the U.S. attorney’s office. 
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So, you know, it is a standard operating procedure in this com- 
mittee, Mr. Cummings, that you know we expect witnesses to tell 
the truth, but, if they don’t, there are penalties under law. 

Mr. Cummings. Thank you very much, Mr. Chairman. 

Mr. Kucinich. Let’s go to opening statements. 

Mr. Collins, you may begin with your opening statement. Thank 
you. And make sure that mic is close so we can hear what you have 
to say. 

STATEMENTS OF RICHARD A. COLLINS, SENIOR VICE PRESI- 
DENT OF UNDERWRITING, PRICING, AND HEALTHCARE ECO- 
NOMICS, UNITEDHEALTHCARE GROUP, CEO, GOLDEN RULE 
INSURANCE CO., PRESIDENT, UNITEDHEALTHONE; BRIAN A. 
SASSI, PRESIDENT AND CEO, CONSUMER BUSINESS, 
WELLPOINT, INC.; PATRICIA FARRELL, SENIOR VICE PRESI- 
DENT, NATIONAL AND INTERNATIONAL BUSINESS SOLU- 
TIONS, AETNA, INC.; JAMES H. BLOEM, SENIOR VICE PRESI- 
DENT, CHIEF FINANCIAL OFFICER, AND TREASURER, 
HUMANA, INC.; THOMAS RICHARDS, SENIOR VICE PRESI- 
DENT OF PRODUCT, CIGNA HEALTHCARE; AND COLLEEN 
REITAN, EXECUTIVE VICE PRESIDENT AND CHIEF OPERAT- 
ING OFFICER, HEALTH CARE SERVICE CORP. 

STATEMENT OF RICHARD A. COLLINS 

Mr. Collins. Thank you. 

Chairman Kucinich, Ranking Member Jordan and members of 
the subcommittee, my name is Richard Collins. I’m the head of un- 
derwriting, pricing, and health care economics for 
UnitedHealthcare. I am also the CEO of Golden Rule Insurance 
Co., a UnitedHealth Group company that provides individual 
health insurance to individuals and their families. 

Today, I will start with some relevant facts about UnitedHealth 
Group, our industry, and try to demonstrate how we are improving 
the quality of health care while reducing costs and streamlining ad- 
ministration. 

First, UnitedHealth Group provides high-quality health services 
and products for more than 70 million people in partnership with 
5,000 doctors — 5,000 hospitals and 600,000 doctors across all 50 
States. 

Second, we employ 75,000 committed and dedicated men and 
women. These people work hard to improve the health care and 
well-being of our health plan members. 

Third, we have prudently managed our finances during these 
challenging economic times and can back the promises that we 
make to our stakeholders. 

Fourth, our industry is already one of the most highly regulated 
in the United States. UnitedHealth Group has long advocated for 
comprehensive, bipartisan health care reform. We have proposed 
constructive changes that would ensure rates do not vary because 
of health status and gender and will guarantee coverage regardless 
of pre-existing conditions for those that maintain continuous cov- 
erage. These reforms would also require that individuals obtain 
and maintain health insurance coverage so that everyone partici- 
pates in both the benefits and the costs of the system. 
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Discussions of administration processes and health begin with 
benefits of a strong provider network. Our members receive great 
value from our extensive network, which includes more than 85 
percent of the physicians and hospitals in the United States. 

We perform periodic credential reviews to make sure that net- 
work physicians and hospitals continue to meet standards of qual- 
ity. Our members receive negotiated savings and discounts when 
they are cared for by one of our contracted providers. A key ele- 
ment to the success of this network is health information tech- 
nology that we use to increase the speed and accuracy of claim 
processing. 

We pay more than 250 million claims annually, and more than 
95 percent are processed on our primary commercial platforms 
within 10 days. In fact, over 80 percent are processed automati- 
cally. 

Across our entire business, we have identified 100,000 physicians 
through our premium designation program that consistently deliver 
quality in accordance with evidence-based standards, and they do 
so at costs 10 to 20 percent below their peers. These physicians use 
data, efficient practice management, and evidence-based medicine 
to guide and consistently improve patient care. 

This network system extends to doctors and hospitals that are 
best at managing complex medical conditions such as organ trans- 
plants, cancer, and congenital heart disease. This helps the sickest 
patients receive the best possible care, often resulting in better out- 
comes and often at prices with savings as much as 60 percent. 

Partnerships with physicians and hospitals are critical to stream- 
lining administrative processes and providing greater value to our 
members. To that end, we have established two national and nu- 
merous local physician advisory committees. They provide us with 
feedback and help us ensure that we maximize the health care 
quality and minimize the administrative burden. 

We’re also introducing innovative and practical tools that allow 
doctors and nurses and other health care providers to spend more 
time with their patients and less on paperwork. For instance, our 
eSync program synchronizes a person’s medical history to help 
identify gaps in care that they should be receiving. Electronic medi- 
cal records and e-prescribing technology help physicians practice 
better medicine through clinical decision support and reduce ad- 
ministrative costs through automation and Web-based transactions. 

In conclusion, UnitedHealth Group provides critical services and 
support at every point in the health care delivery system. We are 
privileged to serve our members and take seriously our responsibil- 
ities to serve Americans in this socially sensitive area of health 
care. Through innovative technology and programs, as well as close 
collaboration with the provider community, we are successfully im- 
proving quality, reducing costs, and making the administration of 
health care more efficient. 

Thank you, Mr. Chairman. 

Mr. Kucinich. Thank you, Mr. Collins. 

[The prepared statement of Mr. Collins follows:] 
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TESTIMONY OF RICHARD A. COLLINS 
BEFORE THE DOMESTIC POLICY SUBCOMMITTEE OF THE 
OVERSIGHT AND GOVERNMENT REFORM COMMITTEE 
UNITED STATES HOUSE OF REPRESENTATIVES 
SEPTEMBER 17, 2009 


Chairman Kucinich, Ranking Member Jordan and members of the subcommittee, my 
name is Richard Collins and I am the head of underwriting, pricing and health care 
economics for UnitedHealthcare, a UnitedHealth Group business that provides a full 
spectrum of commercial consumer-oriented health benefit plans and services to 
individuals, public sector employers and businesses of all sizes. I am also tlie CEO of 
Golden Rule Insurance Company, a UnitedHealth Group business that provides health 
insurance policies to individuals and their families. 

In my remarks today, I will reaffirm UnitedHealth Group’s commitment to achieving 
comprehensive, bipartisan health reform that carefully balances the needs of all our 
stakeholders. In addition, I will describe for you how w'c are working - in partnership 
with physicians and hospitals - to streamline administrative processes, improve 
efficiency, reduce costs and enhance care. 

Let me open my statement by providing the subcommittee with key facts about 
UnitedHealth Group and our industry. This information is important because it 
sometimes gets lost amidst the heated rhetoric of the health care policy debate. 

• First, UnitedHealth Group provides high-quality health services and products to 
more than 70 million people each year in partnership with 5,000 hospitals and 
600,000 doctors and thousands of other care providers across all 50 states. 

• Second, we employ approximately 75,000 good, hard-working Americans. These 
people care about and work hard to improve the health and well-being of our 
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health plan members. So, too, do the employees of health insurance companies 
across America. 

• Third, we arc a financially stable company that has carefully managed our balance 
sheet during challenging economic times. We satisfy solvency, liquidity and 
capital requirements imposed by our regulators. 

• Fourth, our industry is one of the most highly regulated in the United States. 

Our company has long advocated that our country needs comprehensive health reform. 

To us, true reform includes modernizing the delivery system, tackling the fundamental 
drivers of health care cost growth, strengthening employer-based coverage, and providing 
support for low-income families. We arc committed to health care reform that builds on 
what is working in the current health care system and fixes what is broken. 

These fundamental elements of reform should be pursued alongside the constructive 
changes to the individual insurance market that we and our industry partners have 
proposed. These changes would ensure rates would not vary because of health status or 
gender, and would guarantee coverage regardless of preexisting conditions for those who 
maintain continuous coverage. They would also require that individuals obtain and 
maintain health coverage so that cvcrj'one participates in both the benefits and the costs 
of the system. 

Discussion of administrative processes in health care begins with the benefits of a strong 
provider network. UnitedHealth Group has built the largest network of physicians, 
hospitals and caregivers in the country, providing broad access to cost-effective, quality 
health care for our members. We contract with more than 85 percent of the physicians in 
the U.S. and more than 85 percent of the hospitals. 

Our members receive great value from our extensive network. We perform periodic 
credential reviews to make sure our network physicians and hospitals continue to meet 
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our standards for quality. Members receive negotiated savings when they arc cared for 
by one of our contracted providers. Our members are not balance billed for in-network 
services after satisfaction of any co-payment obligations. In summary, we improve 
access to care by providing a broad, quality network and substantia! savings over typical 
billed charges. 

A key element to the success of this network is the health information technology we use 
to increase the speed and accuracy of claims adjudication. We pay more than 250 million 
claims annually. Over 80 percent arc processed automatically and more than 95 percent 
are processed within 10 days on our primary' commercial platform. 

Across our entire business, we have identified 100,000 physicians in 132 cities and 21 
medical specialties who consistently deliver quality in accordance with industry 
evidence-based standards, while doing so at costs 10 to 20 percent below their peers. 

This is our Premium designation program. These physicians use data, efficient practice 
management, and evidence-based medicine to guide and consistently improve patient 
care - and these physicians see more patient volume as consumers begin to compare 
quality and cost. We make it easy for our members to find and access these physicians. 

In fact, some of our plans reward members for using Premium designated physicians. 

And certain medical practices and physicians who qualify arc rcw’arded with enhanced 
fees. 

This system e.Ktends to facilities in our network for managing complex medical 
conditions, such as organ transplants, cancer and congenital heart disease. These Centers 
of Excellence deliver better treatment outcomes for complex courses of care and at the 
same time produce significant savings, sometimes as high as 60 percent. 

Partnerships with physicians and hospitals are critical to streamlining administrative 
processes and providing greater value to our members. To that end, we have convened a 
national Physician Advisory Committee and a Physician Administrative Advisory 
Committee comprised of physician and practice manager representatives from across our 
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network. The committees provide us with in-depth feedback about our programs and 
help ensure that we maximize health care quality and minimize administrative burden on 
a physician's practice. In addition, we have established local Physician Advisoiy^ 
Committees across the countiy. 

We also are introducing innovative and practical tools that allow doctors, nurses and 
other health care providers to spend more time with their patients and less on paperwork. 
For instance, UnitedHealth's proprietary technology platform, called eS>’nc, synchronizes 
a person’s medical history, medical and pharmacy claims, self-reported data and life- 
stage demographics in order to help identify gaps in the care they should be receiving. 
With a patient’s permission, the program is shared with physicians to give them a more 
comprehensive view of an individual’s health, and therefore more personalized health 
care. Other examples include our provision of electronic medical records and e- 
prescribing technology that help physicians practice better medicine through clinical 
decision support, and reduce administrative costs through automation and web-based 
transactions. 

We also create innovative products, services and technology that provide consumers with 
the information, choices and incentives to actively participate in their own care and that 
encourage them to comply with routine preventive measures recommended by their 
physicians. For example, our Diabetes Health Plan guides people with diabetes to 
physicians with documented success in treatment, educates patients on the importance of 
routine care, and offers incentives for compliance with preventive care guidelines. The 
direct and indirect costs of diabetes in health care and lost productivity are more than 
SI 70 billion annually. 

In conclusion, UnitedHealth Group provides critical sendees and support at every point 
of the health care delivery system. Our advanced technology is making administration of 
health care simpler, easier and more cost-effective for patients, providers and the entire 
health care community. We are working to improve the quality of care as we reduce 
health care costs, making health care more affordable for more people. We are focused 
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on sen'ing the needs of patients, consumers, physicians and other health care providers, 
employers, and government programs - every'one in the health care community we touch 
and who touch us. 

Thank you. 
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Mr. Kucinich. Mr. Sassi, you’re recognized for 5 minutes. You 
may proceed. Make sure you bring that mic close enough. 

STATEMENT OF BRIAN A. SASSI 

Mr. Sassi. Thank you, Chairman Kucinich, Ranking Member 
Jordan, and members of the subcommittee for allowing me to tes- 
tify before you today. I’m Brian Sassi, president and CEO of the 
consumer division of WellPoint. 

WellPoint provides insurance and health benefits to 35 million 
people across the country, representing almost one in nine Ameri- 
cans. We recognize we have the ability to help change health care 
for the better; and with this ability comes a responsibility to our 
members and to all Americans to advance health care quality, safe- 
ty, and affordability. 

I look forward to discussing how WellPoint helps create health 
care value for our customers. At WellPoint, we develop evidence- 
based medical policy based on the latest clinical research. Our 
nurses and other health care professionals support our members to 
ensure that care is safe, necessary, and timely. And looking to the 
future, we continue to explore new ways to reward value over vol- 
ume and stress safety, efficiency, and patient satisfaction. 

One of the areas under discussion in the current health care re- 
form debate is health plan administrative costs. Last year, 
PricewaterhouseCoopers conducted an analysis of how the typical 
health insurance premium dollar is spent. My written testimony in- 
cludes a chart that shows that 87 cents of every premium dollar 
is paid out to cover the cost of health care claims. Of the remaining 
13 cents, 6 cents goes toward taxes, other government payments, 
claims processing, and other administrative costs. Four cents go to 
consumer services such as care coordination, disease prevention, 
chronic care management, provider support, and marketing. And 
only three cents of premium dollars remains for profit or surplus. 

I understand the subcommittee is interested in knowing how we 
determine medical policy and how our medical policy relates to how 
we process our members’ health care claims. Our medical policies 
reflect input from premier academic institutions and experts within 
the medical profession, as well as considering the standards of care 
within our local communities. These medical policies are available 
online to all providers and to the public at large. 

Last year, WellPoint received 380 million claims; and we proc- 
essed 97 percent of those in 30 days. 

The subcommittee’s letter asked for some information on deferral 
of claims. I should note that we do not defer claims. What happens 
sometime is that claims are pending as we await additional infor- 
mation or conduct additional reviews. Some common reasons for 
pending claims are that premiums have not been paid; the claim 
is incomplete, such as missing diagnosis codes; or when members 
have health coverage — other health coverage that may be primary. 

The subcommittee’s letter also asked about administrative costs. 
Our administrative costs include a variety of initiatives designed to 
promote the health and well-being of our members. For instance, 
WellPoint employs thousands of health professionals, including 
nurses, dieticians, social workers, and pharmacists, among others. 
These professionals speak with thousands of members each day. 
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encouraging them to learn more about their conditions and how 
they can better manage their care. Our health professionals help 
members schedule the necessary followup care and specialist care, 
remind them to pick up important prescriptions, and serve as a 
valuable resource to our members, 24 hours a day, 7 days a week. 

Another example of our clinical — is our clinical research subsidi- 
ary, HealthCore, which has produced noteworthy studies on best 
practices for treating low back pain, high cholesterol, asthma, to 
name just a few. We take these recommendations and share them 
with physicians to help them improve our members’ health. 
HealthCore also works with the FDA and the CDC to improve drug 
and vaccine safety and has created a sentinel system that helps 
these agencies monitor emerging drug safety issues in real time. 

My written testimony includes more detail of these types of ini- 
tiatives, which are typically not included in government-run pro- 
grams. Efforts like these, funded out of our administrative ex- 
penses, are critical to our ability to follow through on our primary 
commitment, which is to improve the lives of the people we serve 
and the health of our communities. 

In closing, I would like to assure the subcommittee that 
WellPoint supports responsible health care reform, but reform 
must go beyond the insurance marketplace to address system-wide 
challenges and associated costs. Changing how we finance health 
care without changing how we deliver health care would be incom- 
plete reform at best. 

I appreciate the opportunity to testify before you today and to re- 
spond to your questions. 

Mr. Kucinich. Thank you, Mr. Sassi. 

[The prepared statement of Mr. Sassi follows:] 
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INTRODUCTION 


Thank you, Chairman Kucinich and members of the subcommittee for inviting me to testify 
today. I am Brian Sassi, president and CEO of the Consumer Business Unit for WellPoint, Inc,, 
and it is an honor to appear before you to discuss how WellPoint is advancing health care 
quality and safety in the United States, WellPoint provides health benefits to nearly 35 million 
members across the country, representing nearly one in every nine Americans. Our subsidiary 
companies serve an additional 30 million individuals in the United States through programs and 
services including life and disability insurance benefits; pharmacy benefit management; dental, 
vision, and behavioral health benefit services; long-term care insurance; and flexible spending 
accounts. We also serve 22 million Medicare beneficiaries in 26 states as a Medicare 
administrative contractor through our National Government Services subsidiary. 

We recognize that with the largest membership of any private insurer, we have the ability to 
change health care for the better. We also recognize that, with this ability, we have a 
responsibility to our members and to all Americans to advance health care quality, safety, and 
affordability, and to invest in innovative solutions to address the persistent health problems our 
country faces today and anticipate the challenges of the future. As a family of primarily Blue 
Cross or Blue Cross Blue Shield plans, WellPoint has decades of experience in our local markets 
and communities from California to Maine. We believe this blend of national scope and local 
depth is a unique and powerful combination that contributes greatly to our ability to improve 
the quality and value of our members' health coverage. 

1 look forward to discussing how WellPoint helps create the best health care value for our 
customers. The renewed debate over health care reform has provided us today with an 
opportunity to discuss how managed care has evolved over the past decade. At WellPoint, we 
are proud of how we develop medical policy to try to help physicians keep current on what 
works in health care. We are proud of how our nurses and other health professionals support 
our members to ensure their care is safe, necessary, and timely. And looking to the future, we 
continue to explore new payment models that reward value over volume and that stress safety, 
efficiency, and patient satisfaction. 

Where Premium Dollars Go 


The operating expenses of health plans have received much attention over the past several 
months. To help inform the debate, America's Health Insurance Plans (AHIP) commissioned 
PricewaterhouseCoopers (PwC) to conduct an analysis last year, breaking down how a dollar of 
health insurance premiums is spent. PwC's study shows that 87 cents of every premium dollar 
is paid out to cover the costs of health care services and products. 
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of the remaining 13 cents of the premium dollar: 

• 6 cents go toward 
taxes, other 
government payments, 
claims processing and 
other administrative 
costs; 

• 4 cents go to consumer 
services (including 
prevention, disease 
management, care 
coordination, and 
investments in health 
information technology 
and health support), 
provider support and 
marketing; and 

• 3 cents go to profits. 

How We Develop Medical Policy 

At WellPoint, our technology assessment and clinical reviews are the foundation for clinical 
decision making and address all medical procedures, devices, genetic testing, and specialty 
pharmaceuticals. Our medical policy development process involves input from premier 
academic institutions, expert physician representation from 33 medical specialty societies, and 
consideration of the standards of care in our communities. We follow guidelines set forth in 
federal publications such as "The Guide to Clinical Preventive Services," as published by HHS 
and the Agency for Healthcare Research and Quality; the Advisory Committee on Immunization 
Practices (ACIP) and those established by groups such as the American Heart Association, the 
National Comprehensive Cancer Network; and the American College of Cardiology. The 
Medical Policy and Technology Assessment Committee and its subcommittees in behavioral 
health and hematology and oncology meet at least quarterly, and more often as necessary, to 
review emerging clinical research that is published or presented at national meetings. Our 
medical policy decisions are extensively researched, and vetted externally to ensure the most 
comprehensive and clinically informed policies possible. 

Our medical policies are available online to all network physicians. The policies include 
background and coding guidelines, as well extensive discussion on the rationale upon which 
they are based. The policies contain detailed references to the peer-reviewed Journals and 
other authoritative publications used in making the medical policy determination, as well as a 
complete chronological revision history, so that physicians may view the progression of how 
and why the policy became what it is today. 


The Health Insurance Dollar 
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How We Process Claims 


Last year, WellPoint received 380 million claims and processed 97 percent of them within 30 
days. We do not "defer" the remaining 3 percent of those claims, but sometimes we "pend" 
claims as we await additional information from the provider or patient or as we determine 
whether our coverage determination is consistent with the member's policy. Once we receive 
the necessary information, the claim will either be approved or denied - again, consistent with 
the member's policy. 

Earlier this month, a nurses' organization in California issued a report suggesting that managed- 
care companies in California, such as our Anthem Blue Cross subsidiary, rejected more than 20 
percent of the claims we received in the first half of 2009. However, the data that organization 
relied upon for its report came from a regulatory filing that requires a count of all claims that 
may not initially be paid by a health plan for any reason. Some common examples of these 
claims are: 

• claims for people who are not our members; 

• claims within the member's policy deductible; 

• claims that have already been paid by other health plans; 

• claims not paid because the same claim was submitted multiple times; and 

• claims returned to a provider because necessary information was missing or incorrect. 

Once we received the necessary information to resolve the claims in question, our Anthem Blue 
Cross subsidiary in California ultimately denied less than 3 percent of the claims received during 
the first half of 2009. To provide further context, we denied less than than one-half of one 
percent (<0.5%) of the total number of claims received on the basis that our medical personnel 
determined the services were not medically necessary for the member. 

How Our Operating Expenses Improve the Quality. Safety and Efficiency of Care 

We believe that an essential ingredient for practical and sustainable health care reform is 
improving health care quality, which in turn can help manage costs. There are many 
opportunities to improve health care in this country, as we are far from having a system that 
provides the right care at the right place at the right time. Building on the following four 
principles, WellPoint has identified solutions that will help deliver better health care while 
helping to reduce costs: 

• Promote evidence-based medicine and determine real-world outcomes 

• Align payment incentives for improved health outcomes 

• Focus on prevention and managing of chronic illness 

• Promote safety and efficiency through the adoption of health information technology 
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I'd like to offer examples of how we follow through on each of these principles: 

• Promote Evidence Based Medicine & Determine Real-World Outcomes 


At WellPoint, we believe it is important that we continuously monitor and evaluate the 
effectiveness of treatments, procedures, therapies and pharmaceuticals to identify, 
minimize, and/or eliminate quality gaps. WellPoint's clinical research subsidiary, 
HealthCore, Inc., performs clinical outcomes and comparative effectiveness research to 
determine what works in health care and advance high-quality, cost-effective care. 
HealthCore studies use clinical, laboratory, and drug information to determine how 
therapies, treatments, and pharmaceuticals work in the real world, outside of the 
compliance-guaranteed clinical trial environment. 

For instance, nine often Americans experience back pain at least once in their lifetime, 
and $90 billion is spent nationally on back pain treatment annually. Additionally, low 
back pain is the number-one cause of lost productivity among our employer groups. 
Although clinical studies have shown that most back pain resolves within six weeks 
without invasive treatment, our analysis revealed more than 20 percent of those 
studied underwent unnecessary imaging tests and nearly 1,000 of our members 
underwent inappropriate and expensive back surgery less than six weeks after 
diagnosis. We recognize some back pain sufferers may indeed require imaging or 
surgery, and as a result, we implemented a program to educate members and 
physicians on clinically comparable and appropriate alternative treatment options, 
including pharmaceutical pain management, physical therapy, or rest during the first six 
weeks of experiencing back pain. 

• Align Payment Incentives for Improved Health Outcomes 

The current health care system is designed to reward quantity over quality, and volume 
over value. Although we know some care is unnecessary and potentially harmful, we 
also recognize that sometimes, the "right care" is more care or different care. We have 
implemented clinical programs to enable better-informed physician-patient decision- 
making that reflects evidence-based medicine and the unique health and financial 
characteristics of each member treated. 

For example, we work hand-in-hand with medical specialty societies to develop 
consistent, meaningful performance metrics and reward physicians and hospitals for 
improved patient outcomes, compliance with recommended care guidelines, use of 
health information technology, and patient satisfaction. These incentives represent 
true, tangible health improvement results, as demonstrated by a five percent 
improvement over the national average for door-to-balloon time for heart attacks^ and 


^ Internal analysis; validated by actuary. Note: Hospital performance payment program as applied to American College of 
Cardiology National Cardiovascular Data Registry (NCDR)* outcomes 
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a reduction in serious complications for cardiac catheterizations in our Virginia hospital 
quality program.^ 



• Focus on Prevention and Managing Chronic Illness 

Chronic illness, such as diabetes, asthma, and heart disease is our country's number one 
public health issue, affecting nearly half of all Americans. Staggering cost estimates of 
the hundreds of billions of dollars associated with chronic illness do not even include the 
indirect costs due to lost productivity in American industry. 

Yet, we also know, through research by RAND and others, that existing, proven, and 
established guidelines are only followed 55 percent of the time^. Recent studies of our 
most vulnerable populations suggest that 35 percent of recommended screenings and 
preventive care are not delivered to our elderly Medicare and Medicaid population, 
and only 41 percent of recommended preventive care is delivered to children. ^ 

Variation even exists among our country's leading academic institutions, where 
Wennberg demonstrated a 300 percent variation in hospital days and use of clinical 
procedures during the last six months of life. * Finally, we know that there Is often no 
correlation between cost and quality and that actually an inverse relationship may exist. 


^ See Note 12 above 

^ McGiynn, E.A, S.M. Asch, j. Adams et. ai. 2003. The Quality of Health Care Delivered to Adults in the United States. NEJM 348 
(26): 2635-45 

'' Zingmond, D. S.; Wilber, K.H.; Maclean, C.H.; Wenger, N.S. 2007 Measuring the Quality of Care Provided to Community 
Dwelling Vulnerable Elders Dually Enrolled in Medicare and Medicaid. Medical Care. 45(10):931-938, October 2007; 

^ Yu, S.M., Bellamy, H.A, Kogan, M.D., Dunbar J.I., Schwalberg, R.H., Schuster, M.A. 2002. Factors that Influence Receipt of 
Recommended Pediatric health and Dental Care, Pediatrics Vol. 110 (6) December 2002, pp. e73; Mangione-Smith R, 
DeCristofaro AH, Setodji CM, Keesey j, Klein Dj, Adams JL, Schuster MA, McGiynn EA. The Quality of Ambulatory Care Delivered 
to Children in the United States The New England Journal of Medicine, Vol. 26, No. 5, Sept 2007, pp. 644-649 
'’John E Wennberg, Elliott S Fisher, Therese AStukel, Jonathan S Skinner, Sandra M Sharp, and Kristen K Bronner; Use of 
hospitals, physician visits, and hospice core during last six months of life among cohorts loyal to highly respected hospitals in the 
United States BMJ 2004 328: 607; See o/so; Dartmouth Atlas 
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such as where the most expensive care for Medicare beneficiaries is also of the poorest 
quality. 

At WellPoint, we know that one percent of our membership drives 25 percent of our 
medical costs, and five percent of our membership drives 50 percent of costs. The 
majority of these members are the severely chronically ill, typically those with multiple 
chronic conditions. Our goal is to help these members manage their conditions and 
prevent their illnesses from progressing to a more advanced stage. 

WellPoint's 4,000 nurses, dieticians, social workers, pharmacists, exercise physiologists 
and respiratory therapists speak with thousands of members each day encouraging 
them to learn about their conditions and how they can manage them. We help 
members schedule necessary follow-up and specialist care, remind them to pick up 
important prescriptions, and serve as a real-life resource when they have questions or 
concerns 24 hours a day, 7 days a week. 


Reduced Inpatient and ER Visits 



Days of Lost Work Productivity 


■ Before 
H After 



Heart 

Failure 


This direct person-to-person contact has demonstrated an increase In preventive 
screening, improved compliance with evidence-based care and improved health 
outcomes for our members. For example, these programs demonstrated a 20 percent 
decrease in chronic condition-specific inpatient admissions and a 32 percent decrease in 
condition-specific emergency room visits. Additionally, employers saw a 25 percent to 
50 percent reduction in days of lost work productivity’. 

• Promote Safety and Efficiency Through The Adoption of Health Information 
Technology 

Health information technology is the future of the health care system and WellPoint's 
administrative costs are invested in programs that create system-wide efficiency, as well 
as improved national public health safety, monitoring, coordination, and response. 


^ Internal analysis; validated by actuary. This example is a Health Management Corporation analysis of WLP contract accounts 
that would contain the average employee make-up for an employer group. 
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The Institute of Medicine Report "To Err is Human" estimated that at least 44,000 
Americans die every year in hospitals as a result of medical errors.® For Medicare alone, 
$8.6 billion dollars can be attributed to patient safety events.® Adverse drugs events 
lead to more than 7,000 deaths, 1.5 million injuries, and 700,000 emergency room visits 
annually, translating to loss of life, decreased quality of life, and $77 billion in avoidable 
health care costs.^° Patients who had potentially preventable adverse medical events 
were twice as likely to die during a readmission within 30 days following discharge and 
32 percent more likely to be discharged to a long-term care facility.^* 

To respond to public demand for increased safety, WellPoint has developed the 
Healthcare Safety Sentinel System*' to monitor more effectively and rapidly the safety of 
pharmaceuticals and other medical therapies. WellPoint's Healthcare Safety Sentinel 
System®"" was developed in close collaboration with leading government and academic 
institutions, including the FDA, and faculty from key academic institutions, inciuding 
Harvard University, the University of North Carolina, and the University of Pennsylvania. 
The Safety Sentinel System, which will ultimately be able to monitor safety risks 
associated with drugs and other clinical care decisions in real-time, will also assist 
physicians and other health care professionals to make more informed decisions about 
how to treat their patients. 

The Healthcare Safety Sentinel System®"" is already operational and performing work for 
the CDC on biologic, vaccine and human tissue product safety. It has also been selected as 
one of four potential technologies to serve as the foundation for the FDA Sentinel 
Initiative, the nation's drug safety surveillance system. The Healthcare Safety Sentinel 
System®'" will make it possible to examine whether particular combinations of 
treatments could cause serious medical problems, especially in patients with certain 
diseases. This critical information will allow health care decision-makers including 
federal agencies, physicians, consumers and manufacturers to move far more quickly 
than in the past in addressing potential drug risks. 


CONCLUSION 


In closing, I want to assure the Subcommittee that WellPoint supports responsible health care 
reform, but reform must go beyond the insurance marketplace to address system-wide 
challenges and associated costs. Changing how we finance health care without changing how 
we deliver health care would be incomplete reform, at best. 


® Institute of Medicine; Too Err is Human: Building a Safer Health System 
{http://www.iom.edU/Object.File/Master/4/117/ToErr-8pager.pdf) 

® The Fourth Annual HeaithGrades Patient Safety in American Hospitals Study (2007) 

See Classen DC, Pestotnik Sl, Evans RS, et a!. Adverse drug events in hospitalized patients. JAMA 1997;277(4):301-6. 

" Adverse Patient Safety Events: Costs of Readmissions and Patient Outcomes Following Discharge. Bernard D, Encinosa W; 
AcademyHealth. Meeting (2004 : San Diego, Calif,). Abstract AcademyHealth Meet. 2004; 21: abstract no. 1908 
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Health plans have provided significant ideas for reform, many of which are incorporated in the 
legislation being considered in the House and Senate. We look forward to continuing to play a 
constructive role by providing members of this subcommittee and your fellow legislators with 
assessments of how proposals for reform would impact your constituents. We have decades of 
real-world experience with different reforms in various local markets that we are sharing with 
Congress and the Administration, so that our policymakers can make decisions the same way 
we make medical policy - using the best available evidence on what works best. 

But as the health reform debate continues, our main focus will remain on improving the lives of 
the people we serve and the health of our communities. We do this every day by: 

• providing clear, actionable, evidence-based messages to our members and their 
physicians, and by connecting our health care system through health information 
technology; 

• encouraging an informed physician-patient dialogue regarding the risks and benefits of 
available treatment options and what is best for each patient; 

• deploying thousands of nurses, physicians, and other health professionals to support 
and empower members in their own care; and 

• promoting innovation through an unbiased, transparent scientific analysis of clinical 
research and real-world outcomes. 

I appreciate the opportunity to testify before you today and to respond to your questions. 
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Mr. Kucinich. The Chair recognizes Ms. Farrell. You may pro- 
ceed for 5 minutes. 

STATEMENT OF PATRICIA FARRELL 

Ms. Farrell. Good afternoon. My name is Pat Farrell, and I am 
the senior vice president at Aetna. 

Aetna’s one of the Nation’s leading insurance companies provid- 
ing medical, dental, pharmacy, disability, life insurance, and other 
health benefits. We provide those products and services in all 50 
States, and we provide those products and services to 37 million 
Americans. 

I’m proud to have worked at Aetna for over 20 years in a variety 
of capacities. On behalf of the thousands of employees at Aetna, I 
look forward to talking to you today about the value we bring to 
the health care system and in discussing Aetna’s commitment to 
reforming the health care system. 

Aetna today is a health care solutions company that helps Ameri- 
cans manage their health care and get the most out of their health 
care dollar. Since 2005, Aetna has called for major fundamental re- 
form of the insurance market so that all Americans have guaran- 
teed access to affordable coverage with no exclusions for pre-exist- 
ing conditions. This, combined with the requirement that everyone 
have insurance coverage and financial assistance for those who 
can’t afford it and who need it, will get and keep everyone covered 
in our system. 

I expect that many of the issues we will discuss today will illus- 
trate the need for reform. Aetna is committed to health reform that 
addresses access, affordability, and quality. We operate in a dy- 
namic and highly competitive marketplace. Our business can only 
be successful when health care consumers are confident that we 
can provide the greatest value for their health care dollar and help- 
ing them improve or maintain their health care status. 

Our employees come to work every day — doctors, nurses, and 
customer service professionals — with the same commitment, to 
make sure our members get the best health care coverage possible. 

Much of our focus during the health care reform debate has been 
on building what works well in the employer- sponsored market 
today while addressing the problems in the small group market 
and in the individual marketplace. These solutions, which now 
seem to be broadly accepted, should go a long way to addressing 
the problem of access to health insurance. 

What we strongly believe is that for health care reform to be en- 
during and affordable in the Nation we must address the underly- 
ing problem of rising health care costs. Health care costs drive in- 
surance premiums, not the other way around. Over the last decade, 
health care costs have risen about 7V2 percent, and premiums have 
risen that very same amount. 

It’s fundamental to our discussion today to understand the value 
that Aetna brings to the health care system and how our business 
practices are focused on empowering consumers and health care 
providers to make the best decisions possible. 

We process hundreds of millions of claims every year, and getting 
them right every single time is our goal. We recognize even a small 
percentage of problems represent real issues for our customers and 
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for our providers. When we do get it wrong, we have processes in 
place to help get it hack on track quickly. 

Aetna’s driving innovation is to improve the lives and the health 
of our members. In just the past 4 years, we’ve invested over $1.8 
billion in health information technology. For example, some of that 
investment went to having personal health records that can em- 
power consumers’ decisions around their health. 

Finally, we’re also leaders in promoting wellness and prevention 
and the management of chronic diseases. Refocusing our system to 
prevent disease and promote wellness can lead to better health for 
all Americans and positively impact costs system-wide. 

I believe the competitive marketplace has played, and should 
continue to play, an important role in fostering the innovation 
that’s necessary for our country to achieve true and widespread 
quality and affordability in our health care system. 

Thank you, and I look forward to continuing to work with Con- 
gress to pass health care reform this year. 

Mr. KuciNICH. Thank you, Ms. Farrell. 

[The prepared statement of Ms. Farrell follows:] 
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Good morning Chairman Kucinich, Ranking Member Jordan and members of the committee. 

My name is Patricia Farrell, and I am the Senior Vice President of National and International 
Business Solutions at Aetna. Aetna is one of the nation's leaders in health care, dental, 
pharmacy, group life, disability insurance and employee benefits. We provide products and 
services in all 50 states, serving over 36.8 million unique individuals. Our customers include 
employer groups, individuals, college students, part-time and hourly workers, health plans, 
governmental units, government-sponsored plans, labor groups and expatriates. 

Thank you for the opportunity to participate in today's hearing to discuss the value we bring to 
the health care consumer and the health care provider. Our industry has evolved much in the 
last several decades. In fact, a health insurance executive from the 1970's would not recognize 
many of the functions that Aetna now performs. Today, more than twenty percent of our 
workforce are clinical practitioners or information technology experts. Aetna today is a health 
care solutions company that helps employers and individuals manage their health and get the 
most value out of their health care dollar. 

Our business is successful when we 1 ) provide our customers with the greatest value for their 
health care dollar, and 2) help them improve or maintain their health status. Our 35,000 
employees - doctors, nurses and customer service personnel - come to work every day with 
the commitment to make sure our members get the best, affordable health care possible. We 
have one of the highest employee satisfaction rates because our employees believe in the value 
we bring to our customers. 

I also want to comment on the important health care reform proposals Congress is now 
considering. Aetna is committed to meaningful health care reform, and I think that the record 
shows that we are the most active in our industry in bringing thoughtful proposals based on our 
significant experience to the national discussion. Since 2005, we have called for insurers to 
guarantee coverage and make no exclusions for pre-existing conditions in the context of a 
universal coverage requirement coupled with appropriate subsidies to individuals. 

We also believe it is critical that health reform must address the underlying affordability issue of 
rising health costs. Increases in insurance premiums are a direct result of increases in the 
underlying cost of care. To be clear, health care costs drive insurance premiums, not the other 
way around. Over the last decade, health care costs have risen about 7.7 percent a year on 
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average, and insurance premiums also have risen at 7.7 percent.' Insurance reform, without 
payment and cost reform, will not work to make health care more affordable for Americans. 

In order to address the interest of the committee in these matters, it is important to understand 
the value we bring to the health care system and how our business practices are geared to 
empowering consumers and their health care providers to make the best decisions possible. Of 
the 407 million claims processed in 2008, virtually all were done correctly. However, we 
recognize that even a very small percentage of errors, translates into real concerns for our 
members and our provider networks. When we do get it wrong we have processes that are 
designed to help our customers and us get the issue back on track. 

I. Aetna Innovations - Connecting a Fragmented Health Care System 

Patients need a delivery system that helps them achieve optimal health by delivering the right 
care at the right time - every time. Today, we simply do not have such a system in place in this 
country. The statistics are familiar but startling. As many as 98,000 Americans die annually as 
a result of medical errors in hospitals and at least 1 .5 million are injured every year because of 
medication errors. In fact, Rand estimates that only 55% of Americans get recommended care. 

There is a thirty percent geographic variation in medical services that is unexplainable by patient 
health status or quality of care, For instance, there are 4.6 lumbar fusions per 1 000 in Idaho 
Falls, Idaho but only 0,3 per 1000 in Grand Forks, ND. Vulnerable elders receive only about 
half of recommended care - with preventive care having the lowest adherence at 43 percent. 
And when new treatments are found to be effective, it takes almost 17 years to be fully 
introduced at the delivery level - a life threatening delay for many patients, 

Aetna is committed to addressing the dangerous shortcomings of today’s health system 
through: 

• Building strong partnerships with doctors and health systems, 

• Harnessing technology to improve quality and efficiency of care, and 
■ Promoting health and wellness for all Americans. 


^ CMS, National Health Expenditures Data, 2009 
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Building Strong Partnerships with Physicians 

Aetna believes that physicians and health care professionals are the backbone of our delivery 
system and has developed partnerships and initiatives to maximize the important contributions 
of these providers. Aetna is a health care company comprised of a comprehensive medical 
team including many doctors and nurses. These medical professionals work side by side with 
the external medical community to give our members access to quality, evidence-based health 
care in a cost-effective manner. 

Aetna’s hard work on its provider relationships has been acknowledged by independent experts, 
who rank us number one in the insurance industry. Last year, we received the Verden Group’s 
Annual Award for Most Provider Friendly Network. The Verden Group monitors managed care 
companies to determine how well provider networks are being managed. In addition, Aetna 
ranked second in 2009 PayerView®“ Rankings. PayerView reflects the experience of specific 
providers with insurers. We believe these positive ratings are a direct result of our initiatives to 
(1) Dialogue with physicians and (2) Improve quality of care. 

(1) Dialogue with Physicians: One of our pioneering initiatives in this regard occurred in 2004, 
when we established a formal Physician Advisory Board. The Advisory Board is composed 
of nine external physicians reflecting a diversity of medical specialties, geographies and 
ethnicities. Its mission is to recommend policies that encourage adherence to evidence 
based medicine and facilitate physician interaction with Aetna. 

In 2008, Aetna voluntarily published Guiding Principles that govern our day-to-day 
interactions with providers. These Principles have been hailed by the medical community as 
an example of how a health insurer can do the right thing. We also have established a 
forum for state medical societies to have issues heard and resolved if there’s any difficulty 
handling them through normal channels. 

About six years ago, we established the Physician Liaison Program. This program matches 
each of our in-house medical directors with specialty and state medical societies across the 
country. Aetna’s medical directors work with these external physicians and incorporate both 
the expertise and local perspective of medical societies into day to day issues like quality, 
safety and coding. Around this time frame, we also established a series of dedicated 
Provider Service Centers. These service centers focus on the specific needs of health care 
providers. 
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(2) Improve Quality of Care: We are now rolling out a Physician Collaboration Model which 
links up primary care physicians with Aetna care managers inside of a PCP’s office to 
supplement the services of the PCP. The Aetna care managers facilitate care management 
with the patient outside of the office. This program, which benefits both doctors and 
patients, has resulted in 9% fewer acute hospital admissions. 

Since 2008, our Pathways to Excellence program has aligned recognition, incentives and/or 
provider payments with the delivery of high quality and efficient care. Currently, nearly 
80,000 physicians and 350 hospitals participate in Pathways to Excellence. To ensure that 
our provider partners are actively engaged in achieving successful outcomes, we work with 
them to select mutually agreed-upon measures for improvement assessment. In our High 
Performance Provider Initiatives, we work with hospital and health plan data to identify 
variations in care and implement targeted interventions to reduce these variations. 

Examples of successful impacts from individual participating hospitals or hospital systems 
include: 

■ Reduced 60 day re-admission rates by 19% 

■ Improved post discharge physician visits by 16% 

■ Increased generic prescriptions for statins (from 16 to 50%) and anti-depressants 
(from 50 to 60%) 

These results reinforce the goal of having members get affordable, quality care by taking 
unnecessary costs out of the system. 

We've established two high performance network programs called Aexcel Network and 
Aetna Institutes. In Aexcel, specialists who have met certain clinical quality and efficiency 
standards are recognized. This high performance network is associated with high-quality 
care that can save up to 4 percent in medical costs annually. Aetna is the only national 
carrier to earn Bridges to Excellence endorsement of our Aexcel Network. 

Aetna Institutes™ facilities are publicly recognized, high-quality, high-value health care 
facilities. Our Institutes of Quality for Bariatric Surgery have achieved exceptional outcome 
results for our members, resulting in less complications and fewer readmission and medical 
costs in the year post surgery that are 15 percent lower than the year prior. 
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These are just a few examples of the outreach and partnering initiatives that Aetna has with the 
provider community. We’ve demonstrated a continued commitment to building strong provider 
relationships because we know this is central to ensuring Aetna members get the highest 
quality, affordable care possible. 

Harnessing technology to improve quality of care 

We also believe we need to leverage health information technology (HIT) significantly to enable 
providers and health care consumers to make much better use of health information, lab data, 
pharmacy data, claims data and the personal health record. HIT can facilitate vast 
improvements in individuals’ health care experiences by offering them a clearer picture of their 
own health, a more coordinated interaction with multiple health care providers and better, safer 
health outcomes. 

Aetna has numerous initiatives to harness technology and data to further the continuity and 
quality of care. Today I would like to highlight our “Care Engine” technology that helps 
physicians and patients detect and fix potential gaps in care. 

The Care Engine is our unique clinical-decision support technology provided through 
ActiveHealth Management, an Aetna company founded by physicians. This technology is 
currently used to analyze more than 18 million individual, comprehensive electronic patient 
medical records against current standards of care to identify potential gaps in care. The Care 
Engine incorporates diagnosis and procedure claims data from health plans, pharmacy data 
from pharmacy benefit management companies, lab data, other patient data entered either 
directly by patients via their personal health record or indirectly by their disease management 
nurse coach, as well as clinical feedback from physicians. 

This process creates continually refreshed patient-centric electronic medical records. These 
data are then applied against an ever expanding set of evidence-based clinical rules developed 
and maintained by a large team of board certified physicians, pharmacists, and nurses at 
ActiveHealth. The resulting output are patient specific 'care gaps’ that represent the difference 
between the care that patients actually are receiving and the care that the established clinical 
literature would suggest they should be receiving. These gaps, called “Care Considerations” 
(CCs) are then sent to treating physicians and patients through a variety of electronic and non- 
electronic means. All CCs are reviewed and approved by medical faculty from Harvard Medical 
School. 
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More than 7 million care alerts were generated in 2008. Most importantly, these alerts are 
having a measurable impact on both the quality and value of patient care, especially in chronic 
disease patients where effective care coordination makes a tremendous difference. Some real 
world results include the following: 

• A randomized, prospective clinical trial (the most scientifically rigorous trial design) of the 
Care Engine was published in 2005. This showed a statistically significant decrease in 
hospitalizations (8.4%). 

■ The Care Engine is associated with objectively measured improvement in compliance 
with national clinical guidelines: 

- Up to 30% improvement in compliance with general National Kidney Foundation 
(NKF) guidelines 

- Up to 47% improvement in compliance with NKF guidelines relating to bone disease 
in kidney patients 

- Up to 23 % improvement with National Osteoporosis Foundation guidelines. 

In sum, advanced clinical decision support systems such as the Care Engine can effectively 
aggregate available clinical data sets to create comprehensive, longitudinal, patient-centric 
electronic medical records, and generate actionable clinical alerts to physicians and patients. 
This results in measurable improvement in clinical quality and outcomes, and decreases overall 
resource utilization and costs. 

Promoting Health and Wellness 

As Americans, we simply are not leading the healthy lifestyles that we should be, and this is 
costly, in terms of quality of life for those leading these lifestyles, and in terms of financial costs 
for all Americans who end up bearing the costs of bad health habits. Twenty-four percent of 
American males still smoke^; over one-third of adults in the country are obese^ and 9 percent of 


^ Centers for Disease Control and Prevention. National Center for Health Statistics. “National Health 
Interview Survey.” 2006. 

^ Centers for Disease Control and Prevention. National Center for Health Statistics. “Obesity Among 
Adults in the United States,” 2007. 


7 



42 


Americans age 12 and over misuse alcohol or drugs". Compounding lifestyle issues is the 
aging of our population. By 2030, twenty percent of the American population will be over 65*^. 

The end result of all of these factors is that today, more than half of Americans are living with a 
chronic disease. And yet, more than 50 percent of patients with diabetes, hypertension, hyper 
iipidemia, tobacco addiction, CHF, asthma, depression, and chronic atrial fibrillation are 
currently managed inadequately®. A startling 22% of patients don’t take their medications 
properly. 

All of this has a tremendous impact on underlying health care costs. Some estimates are that 
10% of all health costs are due to obesity^. And two-thirds of the growth in health care costs is 
due to the rising growth of chronic disease®. 

Aetna is committed to helping members achieve better health and manage their chronic 
diseases. To accomplish this, Aetna has developed wellness initiatives such as (1 ) Aetna 
Health Connections Disease Management, (2) our Childhood Obesity Project and (3) Value 
Based Benefit Designs. 

(1) Aetna Health Connections Disease Management helps people with chronic conditions 
obtain the treatment and preventive care they need by taking a wider view of an individual’s 
health, rather than focusing solely on a single disease. Aetna’s clinicians help members 
understand and follow their doctor’s treatment plan and better manage ongoing conditions. 

Through disease management, patients have had 26% fewer inpatient admissions for 
diabetes, coronary artery disease, congestive heart failure and stroke. In addition, 
participants are more likely to continue necessary medications after a heart attack, control 

" Department of Health and Human Services. Substance Abuse and Mental Health Services 
Administration: Office of Applied Studies. “Results from the 2007 National Survey on Drug Use and 
Health: National Findings.” 2007. 

® U.S. Census Bureau Population Division. “Projections of the Population by Selected Age Groups and 
Sex for the United States: 2010 to 2050." 2008, 

® RAND Corporation. 'The quality of health care delivered to adults in the United States.” 2003. 

^ Health Affairs 28, no. 5, “Annual Medical Spending Attributable To Obesity: Payer- And Service-Specific 
Estimates.” 2009. 

® Partnership to Fight Chronic Disease. "About the Crisis: Chronic diseases are creating a national health 
care crisis.” 2009. 
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asthma through proper prescription adherence and maintain proper blood pressure and 
cholesterol levels. 

(2) Childhood Obesity Pilot. In 2009, Aetna launched a childhood obesity pilot in cooperation 
with the Aiiiance for a Healthier Generation (partnership between William J. Clinton 
Foundation and American Heart Association), Aetna's employer clients and the medical 
community. The program is currently available to five large employer groups totaling 74,000 
employees, it includes coverage for obesity and nutritional counseling provided by 
physicians, access to ciinicaliy-based community resources, educational materials 
distributed at the worksite and educational resources for physicians. 

We believe the program is breaking new ground. Currently there is no evidence-based 
protocol for treating childhood obesity with counseling unless there is a co-morbid condition 
such as diabetes. By addressing childhood obesity before it leads to serious health 
complications, this program takes an important, proactive step in improving health and 
quality of life for children in need. Our program offers a uniquely comprehensive approach 
by combining proactive treatment of childhood obesity with collaboration among insurers, 
employers, the medical community and families. 

(3) Value-Based Insurance Design. Based on evidence in the medical literature that co- 
payments and/or coinsurance can create barriers to care, value-based insurance design 
eliminates or reduces co-payments or coinsurance for certain medications or types of care 
that are demonstrated to be crucial in preventing or managing disease. In other words, 
insurance is designed so that costs are not a deterrent to individuals in seeking the right 
care. Prevention is often a core element of value based benefit design. 

We believe so strongly In prevention that all of our comprehensive insurance products 
include a preventive benefits schedule that goes beyond those recommended by the United 
States Preventive Services Task Force (USPSTF). This schedule of preventive services is 
available to our fully insured members with no out-of-pocket cost. 

Aetna and the Aetna Foundation are supporting two clinical studies to evaluate the efficacy 
of value-based insurance design with researchers at Brigham and Women’s Hospital and 
the University of Pennsylvania. Our preliminary findings in a smaller review were positive - 
for instance, medical adherence increased in 80% of targeted drug categories. 
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These programs have been successful in achieving better health for our members and are 
possible because of our unique role in the health care system. As the steward of our 
members’ personalized and complete patient health information, Aetna has the unique 
capability to help members manage their care. All of this results in better health for 
members and health care cost savings for the system. 

II. Specific Committee Requests 

The Committee specifically asked about several of the more technical aspects of health 
insurance procedures and processes. These include governance, the development of coverage 
policies, the claims process and administrative costs. 

Governance: 

The health insurance industry is one of the most heavily regulated industries in the country. 
Regulation includes an extensive overlay of state and federal laws, as well as compliance with a 
myriad of private accreditation organizations such as NCQA or URAC, and auditing performed 
by private employers. 

State regulation and enforcement of insurance laws involve myriad state departments - from the 
insurance commissioner to the state Attorney General. States oversee a host of laws and 
regulation, including rules on claims payments, utilization review and complaints/appeals. For 
example, virtually every state has an Unfair Claims Practices Act governing insurer claims 
payment that impose fines, license suspension or revocation as penalty for noncompliance. In 
addition to its Complaints Units, a state’s Insurance Department enforces this Act extensively 
through market conduct exams and data inquiries. Through June 2009, Aetna received 580 
exam requests and data inquiries from different state insurance departments; in 2008, we 
received 978 for the full year. See attached chart demonstrating regulatory bodies involved in 
insurance regulation. 
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Coverage Decisions: 

The vast majority of Aetna coverage decisions involve simple eligibility decisions such as 
whether a service is covered under the benefit contract. For example, cosmetic surgery usually 
is not a covered benefit. In the case of group insurance products, large employers often 
determine the benefit coverage provisions included in the contract. 

This means the majority of coverage decisions don't involve clinical issues. However, for a 
relatively small number of claims, Aetna does determine whether a particular service is 
“medically necessary” under the insurance policy sold and meets the medical profession’s 
current standard of care. 

A very small percentage of claims are denied because the services are deemed not medically 
necessary or experimental and investigational. Most claim denials are because of non-clinicai 
reasons such as duplicate claim submissions (e.g. Aetna previously paid the claim), members 
have coverage with another carrier that is primary to Aetna or because the member is no longer 
an Aetna plan member. Aetna maintains processes that allow members and their doctors to 
find out in advance whether or not certain services will be covered. For most procedures, this 
determination is provided within 48 hours and Aetna does not require prior review for 
emergency services. 

There are controls and robust procedures in place designed to make sure that coverage denials 
are objective and rational and in accord with the terms of the insurance policy that was 
purchased. For example, clinical reviews of medical claims are performed by licensed 
physicians. Any denial resulting from the clinical review can only be made a physician and such 
decisions are based upon Aetna clinical policy. The purpose of Aetna’s clinical policy is to 
ensure that we are making our decisions based upon peer reviewed literature and 
recommendations by the various physician specialty societies. 

Aetna’s Clinical Policy Unit is responsible for assessing medical technologies to evaluate their 
effectiveness and safety for patients. This extensive scientific and medical review by physicians 
culminates in a Clinical Policy Bulletin (CPB) - Aetna maintains 600 active CPBs. The 
development of a CPB begins with a review of the published medical literature and regulatory 
status (e.g., FDA approval) of the medical intervention. In addition, we actively consult the 
Agency for Healthcare Research and Quality’s evidence based guidelines, the National Library 
of Medicine’s technology assessments and outside medical experts. 
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All CPBs are published on-line for the broader provider community, members and the general 
public and an on-line feedback system also is maintained. At a minimum, each Clinical Policy 
Bulletin is reviewed annually to assure that it reflects the latest medical research and findings. 

In the case of transplant procedures, Aetna has established an internal committee of outside 
transplant experts to advise us on our policies. We meet with experts in the field quarterly to 
help us shape our transplant policies. In other words, we do not randomly or subjectively decide 
on our own what to cover and what not to cover. 

In addition to providers, Aetna receives feedback on our CPBs from vendors (e.g., drug and 
medical device manufacturers), employer groups and even its members. In sum, Aetna's CPBs 
are medically sound, widely vetted and transparent. 

Appeals: 

Aetna members and their physicians who are dissatisfied with the dispensation of their claims or 
a pre-service determination have opportunities to receive further review by filing an appeal or a 
complaint. However, in 2008 only a small percentage of claims generated an appeal or a 
complaint. 

Aetna provides members and physicians with two levels of appeal for all products and funding 
arrangements, although, state or plan sponsor requirements may differ. Aetna also has 
implemented a voluntary external review program for its commercial insured plans and most 
self-funded HMO based plans. Self-funded traditional plan sponsors have the option of adding 
external review as a feature to their plans, 

Aetna maintains an internal grievance procedure in accordance with various state and federal 
regulatory requirements and consistent with independent accreditation organization 
requirements such as the National Committee for Quality Assurance. 

In addition, there is an Aetna Appeals Committee that reviews all final level medical necessity 
appeals regarding solid organ or stem cell transplants, and also may be utilized for precedent 
setting cases, experimental/investigational treatment or cases involving life-threatening 
conditions. This Committee consists of the Chief Medical Officer, and 9 regional and national 
medical directors. Importantly, clinical records are sent for three independent external medical 
opinions and shared with the member and their physician prior to the Committee’s review. 
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It is important to note, that at every step in the process, medical reviews are done by a 
physician, and only a physician can make the decision to deny a claim based upon the medical 
review. In addition, 46 states and DC have enacted independent medical review laws which we 
support, permitting an individual to appeal an adverse decision by the health insurance plan to 
an independent, external entity. These appeals involve the medical necessity or experimental 
nature of a treatment or service, importantly, these reviews are handled expediently — virtually 
all of these state laws specify timeframes for review completion. In addition, at least 33 states 
require the plan to pay for the appeal. 

Rescissions: 

At Aetna we take the rescission of insurance coverage very seriously. As a result, Aetna has a 
low rate of rescissions. The majority of these rare policy rescissions are due to insurance fraud, 
in which an individual obtains a policy under false pretense, makes an initial premium payment, 
immediately receives a medical procedure and then allows the policy to lapse. 

To address public policy concerns about rescissions, Aetna has voluntarily implemented an 
independent external review of proposed rescissions for enhanced consumer protection. 
Launched in September 2008, this industry-leading independent, external review process is 
designed to fairly address the concerns of health care consumers. This process allows Aetna 
members who face policy rescission to obtain, at no cost to them, an independent third-party 
review which is binding on Aetna. 

The reviewers re-examine all information used by Aetna in its decision process. Reviewers 
have the ability to interact directly with the member to gather further information as needed. 

Upon completion of the review, the reviewers provide a "Rescission Review Report" directly to 
the member with a copy to Aetna. There is no contact between Aetna and the reviewers at any 
time until the report has been independently mailed to the member. 

While we work on reforming our health care system overall, we continue to rely on this fair and 
impartial process to combat fraud and misrepresentation to keep health care more affordable for 
our customers. We understand that consumers want and need more peace of mind in all health 
care transactions, and this approach allows us to respond to consumer concerns with a fair and 
workable solution. 
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III. Health Care Reform 

Aetna is committed to the enactment of comprehensive health reform. We support significant 
changes in the rules governing insurance coverage once all individuals have a personal 
responsibility to obtain coverage coupled with subsidies for individuals. We believe all 
individuals should be able to obtain coverage - both the sick and the healthy -- and that no one 
should be penalized through higher premiums because of their health status. 

However, insurance reforms alone will not address the real underlying problems in today's 
health care system - spiraling costs. To improve affordability, we strongly support payment 
reform that would reward doctors and hospitals that provide value - not just volume. We also 
must harness technology to help providers accomplish these goals, assure the health system 
maximizes administrative efficiency and encourage patients to take control of their health. 

Aetna has been at the fore front of bringing about innovations to improve the health and lives of 
our members and to enhance the functioning of the many parts and players in the health care 
system. I believe the competitive marketplace has played - and should continue to play - an 
important role in fostering the innovation necessary for our country to achieve true and 
widespread greatness in our health care system. I encourage Congress to accelerate the 
implementation of these innovations on a wider scale for the benefit of our entire population. 

I want to thank the Committee for this opportunity, and we look forward to continuing to work 
with the Congress to pass Health Care reform this year. 
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Mr. Kucinich. The Chair recognizes Mr. Bloem. 

STATEMENT OF JAMES H. BLOEM 

Mr. Bloem. Thank you, Mr. Chairman. 

Mr. Kucinich. Make sure that mic is close. We want to hear you. 
Go ahead. 

Mr. Bloem. Mr. Chairman, Ranking Member Jordan, members 
of the subcommittee. I’m James H. Bloem. I am a senior vice presi- 
dent and I’m the chief financial officer and treasurer of Humana, 
Inc. 

Humana’s a health benefits company headquartered in Louis- 
ville, Kentucky, offering health benefit plans for employer groups, 
government programs, and individuals. We have 10.3 million medi- 
cal members and 6.8 million specialty members in all 50 States and 
Washington, DC, and in Puerto Rico. Humana employs 28,600 em- 
ployees and contracts with nearly 400,000 physicians around the 
country. 

We’ve provided extensive written testimony on today’s subject 
matter, and I will briefly summarize a few key points here. 

Every aspect of Humana’s operations is governed by Federal and/ 
or State laws and regulations, and Humana continues to both sup- 
port and advocate for responsible health system reform. We believe 
that doing nothing is — doing nothing is not an option. We believe 
that all Americans should have affordable, quality health coverage. 
It’s essential that everyone participate in the health system, with 
subsidies for those who can’t afford coverage; and, in return, cov- 
erage should be guaranteed and not based on pre-existing condi- 
tions or health status. 

To ensure affordability, reform must focus on improving health 
outcomes, reducing variations in care, and reducing costs. 

Humana also supports America’s Health Insurance Plans’ com- 
prehensive reform plan which provides for universal coverage with 
insurance rating reforms. These reforms, voluntarily offered, will 
obviate the need for business practices that were put into place be- 
cause there currently is no requirement that individuals have 
health insurance coverage. 

The subcommittee has specifically requested that we comment on 
our processes for both coverage determination and processing 
claims, as well as the physician feedback on these processes. 

For 2009, Humana ranked No. 1 among national payers as the 
easiest to do business for both doctors and hospitals. Specifically, 
Athena Health found Humana to have the lowest denial rate 
among all major payers. In contrast, the Medicare Part B program 
ranked fifth. Humana also ranked as the fastest payer to physi- 
cians, with the Medicare Part B program again ranking in fifth 
place. 

The subcommittee also asked that we address how Humana 
makes coverage decisions. Let me summarize. 

Coverage decisions are based on evidence-based medical criteria, 
developed and approved by physicians. Under our policy, a nurse 
or a non-clinician can authorize any service that’s under review. 
However, only a licensed, board-certified physician medical director 
can issue a denial based on a medical criterion. To the extent that 
a practicing physician disagrees with a decision, there are timely 
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internal appeal processes allowing peer-to-peer input. These griev- 
ance and appeals processes are governed by State and Federal reg- 
ulations. Internal appeal decisions can be further appealed to an 
independent external review entity, whose decision is binding on 
Humana. 

Humana’s worked effectively over the past few years to stream- 
line and simplify our administrative practices. We’ve partnered 
closely with the hospitals and physicians who care for our members 
and our members themselves. Here’s one example. 

Availity is an industry leading multipayer, multiuse electronic 
medical provider information exchange. Humana cofounded 
Availity with the Blues of Florida. It fulfills the President’s and 
Congress’ call for a workable health care information technology 
superhighway. It has standardization, speed, accuracy, trans- 
parency; and it results in significant cost savings. 

Today, across the country, 50,000 physicians, 1,000 hospitals, 100 
million members, and 1,000 payers, including public payers, access 
or connect with Availity every year. This will result this year in ap- 
proximately 600 million transactions. Availity, what it does is pro- 
vides seamless provider interactions and improves patient safety, 
saving money. It has digitized most of the nonstandard administra- 
tive processes that providers have complained about for years. And 
for those who use e-prescribing, preventable adverse drug events 
have been reduced by 61 percent; and, most importantly, there are 
no charges to providers for using Availity. 

In closing, Mr. Chairman, let me say that Humana’s committed 
to continue to work closely with the administration and Congress 
to increase the likelihood that measures designed to solve the most 
significant problems in our health care system become the focal 
points of responsible and real health reform efforts. 

I look forward to your questions. Thank you very much. 

Mr. Kucinich. Thank you, Mr. Bloem. 

[The prepared statement of Mr. Bloem follows:] 
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Mr. Chairman, Congressman Jordan, and other members of the Committee, I am 
James H. Bloem, Senior Vice President, Chief Financial Officer and Treasurer for 
Humana Inc., as well as a member of the company’s corporate executive committee that 
determines the company’s strategic direction. Humana is a health benefits company 
headquartered in Louisville, Kentucky offering a wide array of health and supplementary 
benefit plans for employer groups, government programs, and individuals. We have 10.3 
million medical members and 6.8 million specialty-benefit members in 50 states, 
Washington, D.C., and Puerto Rico. 

My testimony today will address: 1) our support for health system reform; 2) how 
we develop clinical policies and make coverage determinations; 3) our interactions with 
both physicians and members to ensure collaboration; 4) government oversight of plan 
activities; and 5) plan innovations designed to simplify administrative processes and 
provide members with actionable information. 

Support For Health System Reform 

We appreciate the fact that the Subcommittee’s work is intended to complement 
the effort by Congress and the Administration to provide health coverage for all 
Americans, while simultaneously lowering costs and improving quality. Humana 
supports and advocates for reform of our health care system and believes that doing 
nothing is not an option. We further believe that all Americans should have affordable, 
quality health care coverage. It is essential that all Americans participate in the system 
with subsidies for those who cannot afford coverage, and in return, coverage should be 
guaranteed and not based on pre-existing conditions or health status. To ensure 
affordability, reform must focus on reducing costs, increasing efficiencies, reducing 
geographic variations in care and improving health outcomes. Americans deserve a 
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system that eliminates fraud and abuse, promotes health and wellness and incentivizes the 
most effective and efficient patient care. 

Finally, as a member of America’s Health Insurance Plans (AHIP), our industry 
trade association, we and they began offering such reform plans as early as November, 
2006. AHIP’s comprehensive reform plan provides for universal coverage with 
insurance rating reforms. These reforms, voluntarily offered, will obviate the need for 
business practices that were put into place primarily because there is no requirement that 
individuals have health insurance coverage. Every aspect of our operations is governed 
by federal and/or state laws and regulations. 

Coverage And Related Claims And Administrative Processes 
The Subcommittee has requested that we comment on Humana’s processes for 
making coverage determinations and processing claims as well as physicians’ responses 
to those processes. In responding to the Subcommittee’s request, let me start with 
findings from the most recent PayerView rankings, conducted each year by athenahealth 
(a physician revenue management company). These findings are based on that 
organization’s independent statistical analysis derived from more than 17,000 physicians 
representing $7 billion in billed charges, sent to 172 payers in over 40 states. In addition 
to ranking Humana and our peer companies, athenahealth also ranks Medicare Part B, 
providing an important point of comparison between private health plans and the 
govemment-run Medicare Fee-for-Service program. 

For 2009, Humana ranked first among national payers as “easiest to do business 
with” for doctors and hospitals. Specifically, athenahealth found Humana to have the 
lowest “denial rate” among all major payers. In contrast, the government’s Medicare Part 
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B ranked fifth. Humana also was ranked as the fastest payer to physicians. Medicare 
Part B again ranked fifth. 

Turning now to our coverage determination process, Humana’s process is based 
on the benefits and provisions defined in a member’s certificate of coverage. In that 
certificate is a list of services or requests that must meet certain evidence-based clinical 
protocols. In most cases, we have a specific coverage policy that determines Humana's 
threshold or criteria to cover a particular service. Our coverage policies are posted on our 
website. Services for which we require prior authorization are also posted on our 
website. Providers receive a minimum of 90 days’ notice of any changes. 

Development Of Clinical Policies 

In developing clinical policies, our clinical team researches and analyzes new and 
emerging technologies. Our Medical Pipeline infrastructure at Humana ensures that 
clinical, financial and other non-clinical considerations are forecast for new and emerging 
medical technologies and procedures. We rely on a number of scientific publications, 
governmental infonnation and other relevant, independent information in evaluating our 
clinical protocols. Our medical and clinical teams compile all relevant information to 
respond to changes in innovation that may require coverage decisions to change. 

Through the systematic collection of data, analysis of the information and 
tracking of future health technologies. Medical Pipeline builds a robust foundation to 
forecast changes in new products, therapy and treatment regimes. Humana’s Technology 
Assessment Forum (TAF), composed of board-certified Humana physicians, uses this 
data to evaluate new products coming to the marketplace and to evaluate those products 
that have a safety profile warning. 
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We strongly support the development and dissemination of more information on 
evidence-based medicine to providers, consumers and plans. Because medical 
technology becomes more complex each day, having the right evidence-based medical 
information is critical to defining, disseminating, and operationalizing decisions on best- 
known methods in healthcare. Humana utilizes independent evidence-based technology 
assessment organizations to help formulate its policy decisions. We incorporate that 
information into Humana’s processes for medical coverage policy (MCP) development. 
Providing consumer-centric medical information to Humana’s members and their 
physicians allows members to choose medically appropriate procedures that will improve 
their health and healthcare outcomes. 

Clinical evidence must permit conclusions to be made concerning the effect of 
certain procedures and treatments on health outcomes. The evidence should consist of 
well-designed and well-conducted investigations published in peer-reviewed medical 
journals in the English language. The quality of the body of studies and the consistency 
of the results are considered in evaluating the evidence. 

Opinions and evaluations by national medical associations, consensus panels or 
other technology evaluation bodies are evaluated according to the scientific quality of the 
supporting evidence and rationale. Technologies and procedures under review must 
ultimately have a beneficial effect on patients’ outcomes and that beneficial effect should 
outweigh any known hannful effects on health outcomes. The improvement must be 
attainable outside investigational settings. Additional information is also sought, as 
necessary, Ifom external experts and participating providers in an attempt to reach a final 
conclusion. 
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A Clinical Advisor (physician) within the Clinical Policy Department oversees 
this process of conducting an evidence-based review of emerging technologies as well as 
reviews and rates the overall peer-reviewed available literature. After final approval, the 
MCPs are posted on Humana’s website for easy and immediate access for providers, 
members, employers and associates. 

Making Coverage Determinations 

As previously discussed, a member's benefit plan document (certificate of 
coverage) is the primary document that delineates what services are covered as well as 
the member's personal financial obligation. There are select services that are covered if 
they meet specific, evidence-based medical criteria developed and approved by 
physicians. These medical criteria are entered into our clinical system such that a non- 
physician at Humana can authorize a service requiring a medical criteria review based the 
system-generated response. However, only a licensed, board-certified physician medical 
director can issue a medical criterion denial. Medical directors also have authority to 
determine that the issues in a case are unique such that exceptions to medical policy are 
warranted. To the extent that a member disagrees with a decision, there are internal and 
external processes to receive peer-to-peer input and manage grievances and appeals 
according to state and federal regulations. Decisions can be appealed to an independent, 
external review entity whose decision is binding on the plan. 

In the end, our goal is to ensure that our benefits are being offered in compliance 
with state and federal laws and regulations, and that the related MCPs are consistently 
being applied. 
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Feedback From Physicians On Our Administrative Processes 

The Subcommittee has also asked for comment on physician response to our 
administrative and clinical processes. Humana highly values its relationships with 
physicians and hospitals. Positive relations with the provider community are essential for 
Humana to create provider networks and meet its essential role in the health care system 
of providing financial protection for our members, assuring access to employer-specific 
and individual plan benefits, and providing guidance to our members as they access the 
health care system. 

First, Humana has endeavored to simplify and speed the process by which 
providers’ claims are processed. As previously noted, Humana has been recognized by 
athenahealth, and we have also been recognized by the Medical Group Management 
Association (MGMA) as the easiest national health plan for providers to work with. We 
are a leader in administrative simplification, including claims payment and verification of 
benefits which can be performed on-line. Humana is the first health plan to have real- 
time claims adjudication (RTA) originating from the physician’s practice management 
system, so that physician practices can know and process Humana’s payment and the 
member responsibility at the time the member receives medical services in the 
physician’s office. 

We are driving efficiencies to reduce administrative work that we believe can 
have a dramatically favorable impact in the industry. For example, with RTA, providers 
have the opportunity to submit claims in real time and receive the completed response 
within seconds. Along with RTA, innovative Humana tools and services include 
Availity, a multi-use, multi-payor electronic data exchange which 1 will discuss later, and 
the Humana.4ccesi Visa Debit Card. 
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Humana is working on these and similar standardization efforts with national 
provider organizations like the Medical Group Management Association (MGMA), the 
Healthcare Financing Management Association (HFMA), the American Medical 
Association (AMA) and the American Medical Group Association (AMGA). Our goal is 
to be a collaborative partner in advancing administrative simplification and multi-payer 
solutions in the industry. Examples of initiatives Humana supports include: 

• Project SwipelT : Humana is a leading supporter of this important 
MGMA initiative with the goal of industry-wide standardized patient 
identification card acceptance by the 2010 plan year. We were the first 
plan to publicly pledge support of Project SwipelT. 

• Healthcare Administrative Simpliflcation Coalition (HASCl: Humana 
is an active member of HASC and supports its goal of making healthcare 
operate more efficiently and effectively through the implementation of 
administrative simplification strategies that reduce unnecessary healthcare 
costs. 

• CAOH: We fully support the Council for Affordable Quality Healthcare 
(CAQH), a cataly.st for industry collaboration on initiatives that simplify 
healthcare administration. Examples of CAQH initiatives Humana 
supports (also supported by the HASC) include: 

o The requirement of Universal Provider Datasource™ (UPD) 
credentialing for contracted providers, as well as the use of the 
UPD for primary data collection. 

o Encouragement of health plans and PBMs to provide real-time, 
patient-specific formulary access into e-prescribing functionality. 

o Encouragement of EHR vendors to support SureSripts-RxHub 
capabilities in their products. 

o Humana is a founding and certified member of the Committee on 
Operating Rules for Information Exchange (CORE) launched by 
CAQH to create an all-payer solution that enables provider access 
to patient insurance infomiation before or at the time of service, 
with providers using the electronic system of their choice. 

• AMA “Cure the Claims” Campaign : Humana is an active supporter of 
the AMA campaign to make claims processing more cost-effective and 
transparent. Humana is working with the AMA to understand how we can 
improve our claims performance in relation to_their new National Health 
Insurer Report Card that provides objective infonnation on claim payment 
timeliness, transparency and accuracy of claims processing by health 
insurance companies. Based on a random-sample pulled from more than 5 
million electronically-billed services, the report card provides an in-depth 
look at the claims processing perfomiance of Medicare and seven national 
commercial health insurers. In the 2009 Cure the Claims results, Humana 
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had the highest contracted fee schedule match rate and the lowest 
percentage of edited claim lines reduced to $0 of all major payers. 

Humana also had a significantly lower rate of claim lines denied than 
Medicare. 

Engaging Physician Groups In Clinical Policy Development 

In developing Humana’s medical policies, including assessment of new 
technologies, Humana works closely with many leading medical professional societies. 
For example, Humana worked recently with the American Academy of Pediatrics on the 
development and dissemination of immunization protocols. As effective medical practice 
evolves at an ever-increasing pace, the professional societies are best positioned to assist 
us with the implementation of these types of medical policies. 

Supporting Members with Actionable Information 

We also have been at the forefront of the development of tools to assist members 
to obtain vital information as they access care. We have worked closely with the medical 
community to ensure that the information we provide to our members is accurate and 
consistent with medical standards — whether it is through web-based tools, telephonic 
reminders to secure preventive services, or telephone interactions with a member of one 
of Humana’s teams of nurses that interact with members. Humana includes on its 
website the consumer tool from the American Academy of Family Physicians, 
FamiIyDoctor.org, including the “questions to ask your doctor” that the Academy 
developed. 

Humana’s comprehensive tools to help members in the selection of their 
physicians have been developed with the valuable input of many local, state and national 
medical organizations. We have used physician focus group meetings to assess the value 
of these tools at localities in Texas, Wisconsin, Ohio, Kentucky and Kansas as examples. 
We also have incorporated the input of the American College of Physicians, the 
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American Academy of Family Physicians, the American College of Surgeons, and the 
American Academy of Pediatrics in developing these tools. In addition, for the past four 
years, Humana has convened a Physician Advisory Committee, appointed jointly by 
Humana and by counsel for physicians, which meets semi-annually to discuss issues of 
joint interest between physicians and Humana. 

Care Coordination 

Humana actively has pursued methods to coordinate delivery of services for the 
five percent of Humana’s commercial membership who consume almost half of health 
care costs because of the existence of complex or chronic medical conditions. This 
mirrors the experience reported by the federal Agency for Healthcare Research and 
Quality (AHRQ). Due to these conditions, most of these individuals have multiple 
physicians. Humana’s case managers and personal nurses work to coordinate patients’ 
care. At the conclusion of a time of hospitalization of members with serious conditions, a 
Humana nurse meets with the member to make sure that the individual knows about 
discharge medications, appointments, and therapies so that continuity of care takes place 
smoothly after discharge. These steps lead to significantly improved health outcomes, 
and also can help avoid an unplanned readmission to the hospital. 

Support Services For Physician Offices 
Because Humana recognizes the wide variation in clinical practice, we know we 
must develop clinical support programs that meet individual physician office needs. 

More than fifty percent of Americans receive health care services from clinical practices 
with five or fewer doctors. Smaller practices tend to have limited technology availability 
and have needs that differ from a large multi-specialty practice. We are working with 
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input from physicians and MGMA in developing systems approaches to further support 
the variety of clinical practices. 

Humana has “learning labs” programs in Florida and Kentucky for small practices 
to help them learn about the value, accuracy, and speed that e-tools, such as the 
aforementioned e-prescribing and payer-based electronic health records, can bring to 
patient care. 

For medium-sized practices, Humana has developed a Model Practice program 
designed to help physicians become comfortable with reporting quality measures for their 
patients. 

With larger, more sophisticated, group practices, Humana has assisted with the 
formation of Medical Homes, which enhances coordination of care. Currently some 
17,000 Humana members receive care coordinated through medical homes located in 
Atlanta, Cincinnati, Florida and Denver. Within a year we expect over 50,000 Humana 
members to receive care in a Medical Home. 

Humana is also working on a project with Dartmouth and The Brookings 
Institution involving a large, integrated health system to pilot an Accountable Care 
Organization (ACO) that we expect to be operational in 2010. This pilot is among the 
first such projects on a commercial health insurance platfonn. The goal of the ACO is to 
improve quality while lowering costs for a population of patients. 

Quality Improvement Efforts 

Our activities also have focused on quality improvement. Humana has been an 
active participant in the development of standardized, national quality measures through 
its involvement with the American Medical Association’s Physician Consortium for 
Perfomiance Improvement (AMA-PCPI) and with the Ambulatory Quality Alliance 
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(AQA). Humana has focused on 1 9 current quality measures developed by these 
organizations that involve common conditions for which physician organizations have 
recognized that there is a wide variation in adherence. These measures, which are all 
AQA and National Quality Forum-endorsed, represent the clinical areas of diabetes, 
asthma, cardiac conditions and preventive health. In fact, the AMA has sought Humana’s 
assistance with its own quality improvement programs. 

Nationally, one of the leading causes of hospitalization and illness relates to 
inappropriate medication use. Many factors cause this, ranging from drug interactions to 
patients’ misunderstandings of their medications, to multiple prescribers unaware of other 
drugs the patient may be taking. Humana is working with local medical societies on 
many of these fronts. In Harris County (Houston) Texas, Humana is part of the Medical 
Society’s efforts to help physicians with their prescribing to diverse cultures. In 
Louisville, Kentucky, Humana has provided information on prescribing patterns to the 
Jefferson County Medical Society for its patient safety program. Additionally, Humana’s 
pharmacy programs provide point-of-sale alerts to patients and to doctors where 
prescriptions may be likely to cause drug interactions. 

Government Oversight Of Administrative Processes 
The Subcommittee also requested that we attempt to put into context anecdotes 
that purport to represent claim denials, deferrals and policy rescissions by insurers and 
the adequacy of government oversight of these activities. 

With respect to denials, there are a number of reasons why a claim may be denied. 
The most common reason is that it is a duplicate or miscoded claim. Other reasons 
include a service or device which is not covered under the policy purchased by or on 
behalf of the member, for example, experimental treatment or treabnent for cosmetic. 
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rather than therapeutic purposes. A denial may also occur because it appears not to have 
been medically necessary. Our decisions are subject to an internal, government- 
prescribed grievance and appeal process. If a member is not satisfied with the decision, 
the member has access to an independent, external review organization whose decision is 
binding on our plan. 

As for rescissions, we would note, as I discussed earlier, that Humana has 
strongly supported guaranteed-issue of health plans with no pre-existing condition 
requirements or health status rating in concert with a personal requirement for coverage. 
With these requirements, coverage becomes more affordable and the issue of rescissions 
will no longer exist. Humana has both an internal appeal process for rescission decisions 
and has contracted with an external review organization to provide a final level of 
independent, outside review. The decision of this entity is binding on our plan. 

Finally, with respect to government oversight of plan practices, we would invite 
you to review the “Summary of Health Insurance Plan Regulation” developed by 
America’s Health Insurance Plans (AHIP) {Exhibit 1). It summarizes the scope and scale 
of state and federal regulations governing every aspect of our business, from the methods 
by which we price our products to what benefits are offered, to grievance and appeal 
processes and other consumer protections, to the substantial reserves that must be set 
aside to protect policyholders against insurer insolvency. These requirements set 
standards for claims processing, including denials and pended claims, and for processing 
coverage requests. We are dedicated to compliance with these laws and regulations and 
expend substantial resources each year on compliance, including funds expended for 
training, compliance programs and internal audits. 
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Plan Innovations In Administrative Simplification And Transparency 

As I stated at the beginning of this testimony, Humana has worked diligently over 
the past few years not only in advocating for health insurance reform, but also in working 
actively to make it happen. In so doing we’ve partnered closely with the hospitals and 
physicians who care for our members, and with our members themselves. For the sake of 
brevity, I’ll offer just two among many examples - the first involving medical providers, 
and the second involving transparency and actionable information for our members. 

First, through Availity which I mentioned earlier, the industry-leading, multi- 
payer, multiuse electronic medical provider information exchange that we co-founded in 
2001 with Blue Cross Blue Shield of Florida, we’ve shown the way to fulfill the 
President’s call for a workable healthcare IT superhighway, with attendant 
standardization, speed, accuracy, transparency, and significant cost savings. Today, 
across the country, over 50,000 physicians, 1,000 hospitals, 100 million members, 

100,000 employers, 150 direct public/private health plans, 1,150 indirect public/private 
plans connect and/or access Availity, resulting in 600 million transactions projected this 
year. There are no charges to providers to use Availity’s services. 

Availity has digitized most of the frustrating, hassle-riddled and non-standardized 
administrative processes that providers have endured from payers over the years. It 
serves as a claims clearinghouse with real-time transactions in the areas of eligibility and 
benefits, claims submission and status, remittances, authorizations and referral 
submission and inquiry. Its CardRead function allows for member ID card processing 
and its financial solutions include CareCostEstimator, allowing for real-time patient 
responsibility estimation and CareCollect, which uses a combination of ID card, 
debit/credit card and check processing. Availity’s clinical solutions include the 


14 



65 


CareProfile, a real-time electronic health record, and CarePrescribe for new, refill and 
renewal prescriptions. 

In terms of streamlined, cost-saving interactions with health plans as well as 
improved patient safety, a study of doctors who use the Availity CareProfile electronic 
payer-based health record show a three- to six-minute reduction in patient intake and 
assessment time, adding critical efficiency to the system while giving physicians critical 
clinical information about their patients. Providers who use Availity regularly have 
reduced their phone call interactions with plans by more than ten (10) percent in the first 
ten (10) months. At a cost of $1 .38-$2.70 per call, industry-wide savings can be 
exponential. And, Availity’s CarePrescribe has been shown to reduce preventable 
adverse drug events by sixty-one (61) percent. 

Finally, the State of Florida’s Agency for Health Care Administration uses 
Availity as a health information exchange and health record with its Medicaid program. 
In addition, the Commonwealth of Virginia has contracted with Availity for its Virginia 
Health Exchange Network to develop a public/private portal for the state. And, 
America’s Health Insurance Plans selected Availity for a multi-payer portal proof-of- 
concept in Ohio. 

Second, through our SmartSummary member benefits statements (Exhibit #2), 
we have brought to our members cost transparency, clinical information and innovative 
ways our members can maximize their benefits. Launched in 2004, these personalized 
statements reach 10 million Humana members every quarter, helping them save money, 
better understand how to use their benefits, and find ways to improve their health. 
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Conclusion 

Mr. Chairman, in closing, let me say that at Humana, we continue to work closely 
with the Administration and with Congress to increase the likelihood that measures 
designed to solve the most significant problems in our nation’s healthcare system - the 
rising costs of care associated with obesity and other chronic conditions, the lack of 
interconnected electronic systems and coordinated care, and the unsustainability of 
greater-than-CPI annual increases in health care costs - become the focal points for 
national health refomi efforts, 

Humana continually strives to operate our company honorably, in conformance 
with best practices, statutory and regulatory requirements, and through innovations 
designed to improve the health of Americans. We are proud of our leadership role in 
calling for comprehensive health care reform which results in coverage for all of our 
citizens. We remain committed to refonn that brings everyone into the system, 
guarantees access, and provides help to those who cannot afford coverage. 

Thank you. 
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Mr. Kucinich. The Chair recognizes Mr. Richards. You may pro- 
ceed for 5 minutes. Thank you. 

STATEMENT OF THOMAS RICHARDS 

Mr. Richards. Chairman Kucinich, Ranking Member Jordan, 
and members of the subcommittee, I appreciate the opportunity to 
address the subcommittee and to discuss the issues raised in your 
letter to Mr. Hamm on August 26th. 

My name is Tom Richards. I am the senior vice president of 
Product for CIGNA Corp., which is based in Philadelphia. 

At the outset, I want to emphasize, on behalf of the 26,000 
CIGNA employees, that we support health care reform that pro- 
vides security, affordability, and stability for all Americans. We be- 
lieve such a goal is achievable by strengthening the current system 
to include both a personal coverage requirement and a helping 
hand for those who can’t afford coverage. 

We support guaranteed coverage for everyone and no exclusion 
for any pre-existing condition. We support reforms in the way pre- 
miums are calculated, without taking into consideration health sta- 
tus or gender. We support providing subsidies to individuals who 
have difficulty affording health insurance, including subsidies to 
small businesses. We support administrative standardization and 
simplification. We support a focus on health and wellness. Further, 
we support the establishment of exchanges to provide a choice of 
plan options for all Americans. We also support reimbursement re- 
forms to the current fee-for-service delivery system. 

It’s also important to understand CIGNA’s role in health care. 
While we have some insurance business, nearly 80 percent of 
CIGNA’s health care business is administrative services only. This 
means we administer the programs for employers in accordance 
with their policies and pay claims for them. It is not risk-based, as 
would be traditional insurance. These employers are self-insuring, 
and the claim payments come out of their employer funds. There 
is no financial incentive for our employees to accept or deny claims. 

At CIGNA, in 2008, 89 cents of each premium dollar was spent 
on medical care. Our support for reform is aligned with what we 
stand for as a company. Our mission is to improve the health, well- 
being, and sense of security of the customers we serve. 

Our results demonstrate our focus on health improvement. Com- 
petitive data from NCQA’s 2008 State of Health Care Quality Re- 
port shows this difference. Against a baseline of standard care pro- 
vided by doctors and hospitals in a fee-for-service unmanaged situ- 
ation, we have better results. If you turn to figure 1 on page 4 of 
my written testimony, you will see a chart that reflects these re- 
sults. 

All of our coverage policies follow best practices and are evi- 
dence-based, which means they’re based on the most recently pub- 
lished scientific evidence. We consider safety and effectiveness. It’s 
important to note that cost is not a factor unless there are multiple 
items or services with equivalent safety and effectiveness. 

We are very proud to employ over 3,000 clinicians. These doctors 
and nurses make decisions about clinical policy, review medical ne- 
cessity, and advocate for individuals. They make the system easier 
to understand. They help our customers navigate the health care 
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system when they need help, and they literally save lives. We’ve 
included the words of several of these individuals in our written 
testimony telling you how we have helped them. 

In 2008, CIGNA processed approximately 91 million claims for 
payment. More than 90 million of these claims were paid without 
question. I call your attention to figure 2 on page 10 of the written 
testimony. Of the approximately 1 million claims that did require 
prior authorization, all but 0.80 percent were approved on initial 
review. What that means is at CIGNA more than 99.9 percent of 
the time the person received the care that the doctor recommended 
and the services were covered. 

At CIGNA, all medical coverage decisions are made by doctors 
and nurses; and, ultimately, the chief medical officer is responsible 
for all coverage decisions. We recognize the doctor-patient relation- 
ship is critical and do everything we can to enhance it. Let me cite 
just a few examples. 

First, CIGNA is simplifying and reducing administrative com- 
plexities from payment methodologies and claim process to problem 
resolution and education. 

Second, CIGNA’s further innovating our payment methodologies. 
An example of this is CIGNA’s patient-centered medical home ini- 
tiative, such as the one we have with Dartmouth-Hitchcock, New 
Hampshire. Our joint goal is to improve patient access, continuity, 
and coordination of care, quality of care for patients, and lower 
medical costs for everyone. 

At CIGNA, we focus on helping people improve their health. We 
believe the health care is a shared responsibility of the individual, 
the private sector, the medical community, and the Government. 
Such a shared responsibility is right for individuals, families, and 
the country as a whole. We look forward to how we can work to- 
gether to improve the health and wellness and quality of care for 
all Americans. 

Mr. Chairman, this concludes my remarks. 

Mr. Kucinich. Thank you very much, Mr. Richards. 

[The prepared statement of Mr. Richards follows:] 
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Written Testimony 
Of 

Tom Richards 

Senior Vice President, Product Delivery 

Domestic Policy Subcommittee 
Oversight and Government Reform Committee 

Thursday, September 17, 2009 
2154 Rayburn HOB 
2:00 p.m. 

“Between You and Your Doctor: the Private Health Insurance Bureaucracy.” 

Chairman Kucinich, Ranking Member Jordan, and all Members of the Domestic Policy 
Subcommittee of the Oversight and Government Reform Committee, I ask that the 
following written testimony be submitted for the record. 

Health Care Reform Background 

Before I begin, Mr. Chairman, let me be clear, CIGNA supports health care reform that 
provides security and stability for all Americans and we believe such a goal is achievable 
by strengthening the current system to include both a personal coverage requirement 
and a helping hand for those who can't afford coverage. We support and joined with 
others in our industry nearly a year ago to recommend insurance market reforms. 

Among other things, we support guaranteed coverage for everyone and no exclusion for 
any pre-existing condition. We support reforms in the way premiums are calculated, 
without taking into consideration health status or gender. We support providing subsidies 
to individuals who have difficulty affording health insurance, including subsidies to small 
businesses. We support standardization of applications, forms, and administrative 
simplification of the process. We support the focus on health and wellness. Further, 
while the details are difficult, we support the establishment of exchanges to provide a 
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choice of plan options for all Americans. We also support reforms to the way health care 
professionals and facilities are reimbursed under the current fee for service delivery 
system. 

While these and other changes are critical to reducing the cost of health care in this 
country, at CIGNA we focus not just on paying claims but, most important, on what we 
believe the ultimate goal of health care reform should be - improving the health and 
wellness of our customers. 

CIGNA's Business 

CIGNA is a global company. Our business provides an integrated suite of medical, 
dental, behavioral health, pharmacy and vision care benefits, as well as group life, 
accident and disability insurance, to more than 46 million people throughout the United 
States and around the world. 

Most people do not appreciate CIGNA’s valuable role in the process of health care. 

While we have some insurance business, nearly 80% of CIGNA's health care business 
is an administrative service only (ASO) business. This means it is not a risk-based 
business, as would be a traditional insurance business. Employers pay us to administer 
the programs in accordance with their plan policies and pay claims for the employer from 
an employer bank account. The Employer holds the risk. There is NO financial 
incentive to our employees to accept or deny claims. 


As such, CIGNA strives every day to lower our administrative costs and our operating 
expenses - it is simply good business. We have taken action to become more efficient 
and have a strong record in this respect. In 2008, $.89 of each premium dollar (or 
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premium equivalent for ASO business) was spent on medical care - and this figure has 
increased every year since 2005. 

Focus on Health Improvement 

CIGNA embarked on a new mission three years ago - one that focuses on helping 
individuals improve their health, well being, and sense of security. While we pay for sick 
care, we also help people recover from illness faster, and more importantly, we help 
people stay healthy in the first place. We do this through analysis, collaboration, and 
advocacy. We use predictive models to identify when people are at risk and then 
provide valuable information to both the individual and his or her health care professional 
to facilitate better quality care. This helps individuals improve their quality of life, and it 
has the added benefit of reducing their out-of-pocket expenses and reducing their 
employers’ health care cost. 

Our efforts are reflected in every aspect of our business - policies, products, our clinical 
staff, case workers, service representatives, and how we serve our customers and 
clients. Our mission guides our actions and decisions, but what really matters is the 
outcome. 

Our own results support the focus on health improvement. As a result of helping 
individuals, comparative data from the National Committee for Quality Assurance’s 
(NCQA’s) 2008 State of Health Care Quality Report shows the difference. The baseline 
is the standard care by doctors and hospitals in a fee-for-service unmanaged situation. 
As a health service company, we have better results. 
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Delivery of Care through CIGNA’s Programs Exceeds 
Standard Fee For Service 



Cancer 
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Figure 1 

For example, CIGNA's rate of screening for colorectal cancer is 1 3.3% higher than in the 
typical fee-for-service situation - which translates to 120,002 more individuals who 
received colorectal cancer screening. And, as we know, colorectal cancer is the third 
most common cancer and the second leading cause of cancer-related deaths among 
men and women in the United States. Screening and early detection is critical to 
survival. 

CIGNA has a rate of 83.3% for cervical cancer screening, 7.9% higher than in the typical 
situation. This means 83,874 more people received the screening than would have 
without CIGNA’s emphasis on wellness. Cervical cancer is the second most common 
cancer worldwide and the third leading cause of cancer-related death. It is preventable 
and treatable. We have made such prevention and treatment a priority. 
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Childhood immunizations are the safest, most effective way to protect children from a 
whole variety of serious - and deadly - diseases. CIGNA's rate of 79.3% for children 
receiving all recommended vaccines is 16.4 percentage points higher than non-NCQA 
Accredited Plans. This means 9,186 more children are immunized against serious 
childhood diseases than would be without our program. 

Heart disease is the number one killer in the United States. Our LDL cholesterol 
screening is 6.2% higher, which translates to 3,077 more of our customers being 
screened than would be without our work. Screening is the first step to preventing this 
killer from striking. 

Screening for these and many more deadly conditions is a first step, Then our chronic 
care team comes in to help people manage their conditions, lowering future risk or 
maintaining acceptable levels to improve their health and quality of life - such as with 
diabetes or cardiovascular condition care. 

Collaboration with Physicians is Criticai 

We cannot accomplish our mission alone. To be effective, a critical linkage is the 
relationship between doctors and their patients - our customers. At CIGNA, we 
recognize this relationship and recognize the physician is most often the most trusted 
expert and, thus, has significant influence on the individual. To influence individuals to 
participate in improving their own health is imperative to improving health in this country. 
Enhancing the doctor-patient relationship is fundamental and we not only look for but 
create opportunities to do just that. We recognize that success will be maximized 
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through collaboration with health care professionals. That is one reason we work hard to 
try to help physicians reduce their administrative costs. 

To understand how to best work with health care professionals, we listen. We do this 
through our annual physician survey. We hold face-to-face interviews with over 50 
hospitals and physician practices each year. CIGNA also established a National 
Healthcare Advisory Council earlier this year. As a result, we have rich data from 
thousands of physicians on how we can lower administrative costs and how we can work 
together more effectively to improve the quality of care. 

First, we are simplifying and reducing administrative costs and complexities so doctors 
can focus on their patients instead of paperwork. We have initiatives for everything from 
payment methodologies, to claim processing, problem resolution, communication, and 
education. Since 2006, CIGNA has invested over $25 million to create new and 
enhanced solutions for health care professionals’ needs, 

Second, CIGNA is starting to pay for quality not quantity and we provide actionable 
information that helps physicians determine the best course of treatment. 

CIGNA believes this investment is critical because the relationship between our 
customer and his or her doctor is critical. As already stated, at CIGNA we understand 
the physician is often our customer’s most trusted expert. To increase our customers’ 
quality of health, it is imperative that we enhance the doctor-patient relationship. 


An example is our Patient-Centered Medical Home pilot program, CIGNA is conducting 
pilots in Colorado, Connecticut, New Hampshire, Pennsylvania, Texas and Vermont. 
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Specifically, in New Hampshire, the Patient-Centered Medical Home Initiative we are 
conducting is with Dartmouth-Hitchcock - the hospital, clinical and research facilities for 
Dartmouth Medical School. Our joint goal is to pay for and improve coordination of care 
through a comprehensive, accountable, and collaborative approach. The result is to 
improve patient access, continuity and coordination of care, quality of care for patients, 
and lower medical costs for everyone. In a patient-centered medical home model of 
care, the primary care physician is responsible for monitoring and coordinating all 
aspects of an individual’s medical care. In the Dartmouth program, patients - especially 
those with chronic illness or ongoing medical needs - have access to enhanced care 
coordination, communications, appointment availability and education to help them 
navigate the health care system. Individuals simply keep or select one of the primary 
care physicians participating in the program - they do not have to change their primary 
care doctor and there is no change in any benefit plans or authorization requirements. 
Ultimately, this collaboration will strengthen the doctor-patient relationship. 

But rather than talk about what we are doing, let me share a quote from Dr. Barbara 
Walters, Senior Medical Director with Dartmouth-Hitchcock; 

“In our clinical collaboration with CIGNA, we get information from CIGNA 
that our physicians do not have. This information helps us work more 
effectively with people who are living real lives, and doing real things. We 
do this in urban communities, small communities and large communities 
and we think this is what advanced primary-care practice is all about. 

The doctors love it; it takes away the burden of the paperwork and they 
get a patient who is ready to talk to them. The nurses love it; they’re being 
able to practice nursing the way they want to practice it and what they 
went to nursing school for. And patients love it; they say ’oh, my gosh. 
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you called me, I didn't have to call you.' I have seen how this program is 
making a difference for people by improving care. Our partnership with 
CIGNA to pilot the patient-centered medical home program is an example 
of our ongoing mission at work - to achieve the healthiest population by 
providing each person with the best care, at the right time, every time. 

Our organizations are working together to set the standard for this new 
model of patient care." 

Our program to alert doctors of patient gaps in care is another way we try to enhance the 
doctor-patient relationship and medical outcomes by averting problems before they 
arise. 

We also believe that safety and quality will greatly increase with universal adoption of 
electronic health records. To that end, we look forward to working with the Department 
of Health and Human Services in the implementation of the information technology 
provisions of the American Recovery and Reinvestment Act. 

Coverage Policy and Action 

One thing should be crystal dear - we do NOT consider costs in establishing coverage 
policy or in our decisions to provide access to care. CIGNA's coverage policies and 
determinations are all made by clinicians and are all based on the most recently 
published scientific evidence. We consider both the safety and the effectiveness of 
health care procedures, treatments, devices, drugs, and diagnostic tests. The only time 
cost even arises in coverage policy determinations is when there are multiple items or 
services with equivalent safety and effectiveness. For example, if there are two drugs 
that are equivalent In terms of safety and effectiveness, the patient has the same access 
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to both, but the specific benefit plan may give the patient a choice to pay a higher out of 
pocket payment (coinsurance) for the higher cost drug. Our 580 medical and pharmacy 
coverage policies are targeted to health care professionals (and often specialists), and 
they are transparent and readily available to everyone through our public web site. 

CIGNA employs over 3,000 clinicians. It is these clinicians - no one else - who make 
decisions about clinical policy, review medical necessity, and advocate for individuals. 
These highly trained doctors, nurses, behavioral specialists, and health coaches spend 
their days listening, advising, helping people make behavioral and lifestyle changes, 
helping our customers manage acute and chronic diseases, making coverage 
determinations, and maximizing their health benefits. They make the system easier to 
understand, they navigate when our customers need the help, they find resources, they 
make the decisions and lives easier for thousands of people each year, and they literally 
save lives. 

The question of who makes coverage decisions is important. At CIGNA, only clinicians 
write coverage policies and only clinicians make individual determinations. The 
physicians and specialists are all board-certified and they make coverage determinations 
and review all appeals. 

Furthermore, no clinicians receive financial incentives or are rewarded for deriying 
claims, as is sometimes alleged. Ultimately, the authority for coverage decisions rests 
not with the CEO, COO, or CFO, but with the Chief Medical Officer. CIGNA's Chief 
Medical Officer is Jeffrey Kang, MD. Dr. Kang is an internist and geriatrician and 
practiced for 10 years in a not-for-profit group practice. His career began as the 
Executive Director of the Urban Medical Group, a non-profit, private group practice 
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specializing in the care of the frail elderly and disabled. From 1995-2002, he worked for 
the federal government as the Chief Medical Officer for the Centers for Medicare and 
Medicaid Services (CMS). In addition to his position at CIGNA, he is currently a Board 
member of the eHealth Initiative, based in Washington, D.C., and serves on the Institute 
of Medicine’s Committee on National Health Care Quality and Disparities. 


Finally, in 2008, CIGNA processed approximately 91 million claims for payment. More 
than 90 million of those claims did not require prior authorization. Of the 1% of claims on 



which CIGNA 
required prior 
authorization, all but 
0.08% were approved 
upon our initial 
review. That means 
that, nationally, more 
than 99.9% of the 
time the person 
received the care the 
doctor recommended 
and the services were 
covered with no need 
for any kind of appeal. 


Figure 2: 99.9% of the time the person received the care the doctor recommended 
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Claims Policy 

Once covered and after the person has already received the recommended care, CIGNA 
spends time and energy ensuring claims are reimbursed appropriately and accurately, 
while minimizing fraud and abuse. In fact, in 2008 CIGNA removed over $250 million in 
fraud and abuse claims from the system, which included items such as double billing, 
unbundling of services, correcting coding, and, in some cases, actual fraud. 

To summarize: 

• Our coverage policies are evidence-based, transparent, and do not consider costs 
except where there are two items or services which are equivalent in terms of safety 
and effectiveness. 

• Over 99.9% of the claims are covered and people are receiving the services that the 
doctor recommended. 

• Our vigilance in minimizing fraud and abuse helps ensure affordable care, consistent 
with our mission. 

Deferral and Rescissions 

Our business that serves the individual market is quite small, less than 1% of our health 
care customers. In fact, we have had no rescissions year-to-date for 2009. Year-to-date 
2009 we have had 1 1 .7% deferrals for individuals who did not meet current, commonly 
accepted medical underwriting assessment criteria. 

CIGNA supports the aim for affordable quality health care coverage for all Americans. 
When everyone is required to have health coverage, as I said at the outset, we support a 
policy of no deferrals for pre-existing conditions, health status, or gender, and we commit 
to no rescission of coverage except in the case of fraud. 
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Improving Outcomes 

Often our nurses are in a position to significantly help an individual through a crisis. 

Their ability to step into a difficult situation and help the individual understand his or her 
options and navigate the complexities of the health care system is invaluable, We take 
great pride and satisfaction in knowing that we have and will continue to help improve 
people’s quality of life. 

We currently have an innovative pilot running that is designed to provide advice to 
customers who need diagnostic testing. A proactive call from us not only can serve as a 
prior authorization, but becomes consultative as we help customers find the service they 
need. For example, a customer needing an MRI can be referred to a facility, as part of 
the prior authorization process, based on a location closer to work or home, business or 
off-business hour availability, or other factors important to him or her. As a result, we 
are also able to help find a location with high quality and lower cost, since prices and 
quality vary significantly depending on the facility delivering the diagnostic medical 
sen/ice. 

Here is just one of the illustrative stories that come into our offices daily from customers 
who found the service they received to be exceptional. This comes from customer 
Stephanie Ellis, a mother in North Carolina: 


“Personal experiences can speak volumes regarding a situation. Our family’s 
experience with case management has been tremendously positive and one that 
is worth sharing to promote the worth of such programming. 
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“We were afforded the opportunity to work with a quality case manager when our 
son Braxton was born. He was diagnosed at two days old with Citrullinemia, a 
Urea Cycle Disorder. It was then determined that to resolve Citrullinemia issues 
the appropriate medical treatment was a liver transplant. From the mention of 
such a need, Cigna resourced us to a specialty case management group and 
from that point on our needs were met to the utmost level of care and expertise. 
There was a trust-bond formed between our family and our case manager 
immediately, with us depending on her to handle medical requests and answer 
our questions. If the answer wasn’t known when a question was asked, it would 
be found quickly and returned back to us personally. Cigna's case management 
group utilized numerous available resources to manage Braxton’s medical needs 
superbly. There was obvious concern expressed for the patient’s outcome, not 
the company’s bottom line. The delicate balancing of patient needs, policy 
coverage, company responsibility, and ethical responsibility were managed 
impeccably. Time after time we experienced an expression of genuine concern 
for Braxton and our family that was well-evidenced through communication and 
actions. These memories, like the numerous health crises Braxton has survived, 
will last our lifetimes! We believe that case management had a direct link in the 
positive transplant outcome experienced by Braxton and our family. 

“Case management can be provided at multiple levels. Yet, high quality case 
management is a vital link for patients to utilize available resources inaccessible 
otherwise. Such assistance fills gaps for individuals without the knowledge, 
access, time, and/or emotional strength to handle insurance details and claims. 
Furthermore, case managers function as outlets to answer questions that surface 
after the provider is not available to the patient and family. Communication and 
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connections within the insurance company among case managers also enables 
best practices, management techniques and other pertinent information to be 
shared. This in turn improves care provided for those insured/covered. Case 
management takes the opportunity to improve patient care in specialty areas via 
analysis of data and action taken in critical situations to better serve clients in 
future situations/need. This information is then disseminated among case 
managers, who are experienced medical professionals, to ensure patients and 
families access and receive healthcare to manage complex health situations.” 

That is one mother’s story. Other stories are included in the appendix at the end of this 
written testimony. 

Summary 

The bottom line is that at CIGNA we believe in meaningful, sustainable health care 
reform. We support many of the key principles of reform outlined by the President last 
week before your Joint Session. We believe in affordable, quality health care for all 
individuals. We look forward to and trust the debate will not lose focus on how we can 
ail work together to improve the health and wellness of, and quality of care for all 
Americans. This can improve the lives of our citizens and sustainably lower costs for 
those individuals, the employers who provide them with access to health care, and the 
country as a whole. 

At CIGNA we are continuously looking for ways to improve our own operations from an 
effectiveness, quality, and cost perspective, and that includes helping however we can to 
enhance the doctor-patient relationship. It makes sense for the outcomes we hope to 
affect and is a large part of how we are able to fulfill our promise to help individuals 
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improve their health, well being, and sense of security. This is our mission. It is at the 
heart of our actions and decisions and at the forefront of the thinking of our people and 
the health care professionals with whom we partner. 
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Appendix 

Customer Letters 


Cocoa, FL 
Juiy 10, 2009 


Ms. Rebecca 

4100 International Parkway 
Suite 1010 
Carrolton, TX 75007 

Dear Ms. , 

This letter is to inform you what an invaluable source of support and comfort 
your nurse case manager. Ms. Iris was to my husband and T during 

his illness and subsequent death. 

My husband was diagnosed with pancreatic cancer in September of 2008 and 
died on March . During this most difficult time Iris was always available to 
answer any questions or concerns that wc bad. She also was able to co- 
ordinate care between the insurance company and the doctors. The nurse at 
our physician’s office said she wished all of her patients has someone like Iris. 

My hope is that you will continue to provide this wonderful service and that 
all of your nurse case managers are as efficient and empathic as Iris. 

Sincerely, 


Barbara 
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July 6, 2009 


Rebecca 

Cigna 

4100 International Parkway 
Suite 1010 

Carrollton, TX 75007 
Dear Ms. , 

I would like to take this opportunity to request that Carla be recognized for her 

knowledgeable, caring and professional maimer in dealing with patients during difScult 
times. She is willing and eager to step up and fight for the best treatments for the patient 
In my case, this meant getting approval for a cancer drug that has been on the market for 
only a short time. 1 was able to start treatment in a timely manner, for which 1 am very 
thankful to Carla and her hard work which made this possible. She is always eager to 
help and 1 feci that she genuinely has the patient’s best interests at heart. Because of her 
efforts, 1 have been able to focus on getting better and being an inspiration to others in 
similar situations. 

1 would tike Carla to be considered for the Cigna Champion Award as I feel her 
compassion and dedication to patient care is an example for others to follow. 

Sincerely, 


Robert 
ID: U- 

Corp: 
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Hi Liz: 

I want to personally thank you from the bottom of my heart. For making me feel 
like more than a "case number" from the time i met you on the phone at 20 
weeks pregnant, I new you were special. You fought for me. my patient rights, 
for 19 weeks! With the doctors, pharmacy and whoever threatened the well 
being of me and my unborn child. You enrolled me in the high risk program 
which would make sure I received progesterone shots, this helped me to make it 
to 39 weeks for the first time without contractions! You also saw to it that my 
gestational diabetes was under control AND when my AFP results were high you 
had me in such good hands that I did not panic. At 44 years old no one thought it 
was a good idea for me to get pregnant, and further that I could have healthy 
child. 

Where there times when I wanted to give up? Absolutely! But you were so 
positive and caring that I didnt give up. Many times you called me and I was just 
about to give up but your phone call and caring voice gave me the courage to 
hang in there, it was like heaven sent me an Angel named LIZ . I will also let my 
daughter know about you. everytime she looks at the Mommie Files, (smile) 

Well, before I start crying, let me give you a picture of our little angel. She was 
7lbs 10 02 , and I named her ”• " which means "Purpose from God". Also 

there are two pictures of me. when I was 9 months pregnant and how I normally 
look without being pregnant, (smile) 

CIGNA is so lucky to have RN case manager like you. In my heart I wish I could 
send you flowers or a gift, even though vou wont let me ! So I’ll just say heartfelt 
THANK YOU A MILLION TIMES. 


Take Care, Love always, WE Will always remember you! 
Darlene 
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Please allow me to express my family's appreciation and praise for one of your 
employees, Connie , my daughter's Nurse Case manager, is the epitome of 
competence, efficiency, and conscientious perseverance. 

Our daughter was born with a condition which has resulted in lifelong medical issues. 
From October 2008 through February 2009 she experienced the most serious medical 
crises of her life, the consequences of which are si with us, 

Connie's constant availability to us has been instrumental to our very survival during this 
stressful time. She has and continues to insure that [our daughter] gets what she needs 
without unnecessary complications or delays. 

With all the negative PR regarding health insurance companies and their reputed 
negative impact on health care, I personally feel very blessed and grateful to have 
CIGNA as my family’s insurer. 

If anyone has ever deserved special recognition for outstanding service, it is Connie 
, She definitely goes far above and beyond the call of duty for us as, 1 am sure, 
she does for all her clients, 



Elizabeth' 
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My husband, Mike , had a hemorrhagic infarct April , 2008 and the doctor told us to 
give him a couple of days and pull the plug. If he lived, he would be shipped off and be a 
vegetable the rest of his life. We chose to believe God for the impossible! Cigna made it 
possible to receive outstanding coverage and care for the impossible! Thanks Cigna for 
everything you covered during these past 15 months!! 

I have received personal support from Maureen , Case Manager, for my husband 
over the past 15 months. Maureen has always been very personable, always available, 
an advocate for my husband concerning many difficult medical situations we have had to 
face. As a result, my husband has always been well taken care of; and he has always 
been at the right place at the right time! I don’t know of anyone quite like Maureen... she 
has been such a source of help, support. She has always been very professional, and 
could identify with my husband’s medical needs, and was also compassionate and 
supportive to me. 

I don’t think I would have made it without the support of Maureen this past year! I 
believe she played a big part in the progress of my husband’s health! She was my 
husband’s biggest advocate, and as a result he is now home and is continuing to 
progress. 

I believe Maureen deserves to receive an award for Outstanding Employee of the 
Year! I will never forget how she went the extra mile to fight for my husband, to make a 
way when there seemed to be no way; in and out of hospitals for 5 months, in Assisted 
Living , then in a Nursing Home for 5 months, and finally, we both saw the impossible 
happen before our eyes... .my husband came home, March , 2009! Thanks Maureen 
! Never stop caring it really made the difference 

We will miss Cigna, because of Maureen , and her personal support. Our coverage 
will end this month, we had an extension through Cobra. 

Sincerely, 

Marilyn and Mike 

Phoenix, AZ 
Cell 
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Health Care Provide Quotes 

General feedback: 

• "I think it’s a good show of your resolve to come here and speak to us so that is weil 
appreciated. Just the opportunity to share this is not something a iot of companies 
do in the industry so that is certainly a good sign of where you want to be." (Source: 
Provider Experience interview - health system in VT) 

Revenue cycle Improvements: 

• "We submit a claim and it’s paid within ten days." (Source: Provider Experience 
Interview - cardiovascular surgery practice) 

• "We’ve tested Estimator with patients, and found that it can help reduce confusion 
and the potential for late payment of medical bills and bad debt issues." (Source: 
hospital system in Chicago) 

Electronic Services: 

• "On eServices, I can’t think of anyone who does better than CIGNA." (Source: 
Provider Experience interview - physician group in WA) 

• "CIGNA’s web site is excellent ... it’s saved lots of phone calls. All our facilities are 
using it and are very happy." (Source: National Hospital System) 

• ”1 have truly enjoyed the cost estimator, it saves me an enormous amount of time 
and I do not have to guess what the allowable charges are. I wish all of my 
insurance companies had the same option!!’’ (Source: Email from provider - podiatry 
practice in TX) 

• "The rehab does use the precert process and they absolutely love it. They said it 
was so simple they couldn’t believe it so they use that on a regular basis." (Source: 
Medical Center in Vermont) 
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Mr. Kucinich. The Chair recognizes Ms. Reitan. Thank you. 
Please proceed for 5 minutes. 

STATEMENT OF COLLEEN REITAN 

Ms. Reitan. Good afternoon, Mr. Chairman, Ranking Member 
Jordan, and members of the subcommittee. I’m Colleen Reitan. I 
am the executive vice president and chief operating officer of 
Health Care Service Corp. We are a mutual legal reserve corpora- 
tion that does business as the BlueCross BlueShield plans in Illi- 
nois, New Mexico, Oklahoma and Texas. 

By way of background, HCSC is the largest customer-owned 
health insurance company in the Nation. We are not investor- 
owned. We are a customer-owned mutual. We have a work force of 
more than 16,000 employees serving 12.3 million members through 
our BlueCross plans in those four States. Our mission is to promote 
the health and wellness of health care for our members and the 
communities that we serve through accessible, cost-effective, high- 
quality care. 

Prior to joining HCSC in 2008, I was the president and chief op- 
erating officer of BlueCross BlueShield in Minnesota, that State’s 
largest health insurer. And they are a not-for-profit health plan. I 
have 28 years of experience in the BlueCross system. The areas of 
accountability I have with the HCSC is for management of our sub- 
scriber services division which processes member claims and han- 
dles health care inquiries. I’m also responsible for information tech- 
nology, finance and actuarial functions. 

We certainly recognize and share the public’s concern with the 
current health care system. But fundamentally we believe in the 
strength and the value of the American health care system. We be- 
lieve that insurers like HCSC are uniquely positioned to help foster 
and form improvements to the health care system. And we really 
welcome the opportunity to serve in that role. 

HCSC has been an advocate of health care reform. To that end, 
we support the proposition that health insurance companies are re- 
quired to offer coverage to all applicants regardless of their current 
health status, coupled with a personal responsibility for all Ameri- 
cans to obtain and maintain coverage. 

Second, we support subsidies for those Americans who cannot af- 
ford health care coverage. 

Third, we support health and wellness initiatives that focus on 
the prevention of chronic illness. 

And finally, we support initiatives that promote effective care 
and treatment and for information technologies that improve qual- 
ity and provide value for every health care dollar. 

We are pleased to share with the subcommittee some examples 
of how HCSC has incorporated evidence-based approach into medi- 
cal policy, into two key tenets that underpin the core values of our 
company, and that of access and quality. 

My written statement outlines our approach in each of those 
areas in greater detail, but a few items are just worth noting before 
the discussion today. 

First, our members need access to proven medical care. One of 
HCSC’s four guiding principles is our belief that the interests of 
our members are of primary importance to our company. The mem- 



91 


bers we serve provide the reason for our existence and the ration- 
ale for the resources with which we operate. 

Second, but equally important, is to continually improve the 
quality of care. 

Another of our guiding principles is our belief that we as rep- 
resentatives of our members have an obligation to provide leader- 
ship in the health care field. We are promoting evidence-based 
medicine to increasingly focus our plans around proven health care 
services. We also work closely with our very broad network of doc- 
tors and hospitals to invest in data-sharing technology that works 
to improve clinical decisionmaking, and these efforts help improve 
quality and ensure that doctors and hospitals treat patients effec- 
tively and get paid efficiently. 

HCSC is committed to working with the administration and Con- 
gress to achieve comprehensive health care reform, to expand ac- 
cess and improve quality of care for all Americans. 

On behalf of our company and its members, I thank the sub- 
committee for the opportunity to discuss these important issues 
today. 

Mr. Kucinich. Thank you very much for your testimony. 

[The prepared statement of Ms. Reitan follows:] 
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Introduction 

Good afternoon Mr. Chairman and members of the Subcommittee. 1 am Colleen Reitan, 
Executive Vice President and Chief Operating Officer of Health Care Service Corporation 
(“HCSC”), a Mutual Legal Reserve Company which does business as Blue Cross Blue Shield of 
Illinois, Blue Cross Blue Shield of New Mexico, Blue Cross Blue Shield of Oklahoma and Blue 
Cross Blue Shield of Texas. 

One of the areas within my responsibilities is management of our Subscriber Services 
Division, which is responsible for processing member health care claims and inquiries. 1 am also 
responsible for our Information Technology, Finance and Actuarial functions. 

Prior to joining HCSC in 2008, 1 was President and Chief Operation Officer of Blue Cross 
and Blue Shield of Minnesota, that state’s largest health insurer. 1 have more than 20 years 
experience in the Blue Cross Blue Shield system and am the co-creator of the Minnesota Health 
Information Exchange, a national model for sharing electronic information. I have a Master’s 
degree in Health Care Administration from the University of Minnesota. 

HCSC’s mission is to “promote the health and wellness of our members and communities 
through accessible, cost effective quality health care.” As the largest customer-owned health 
insurance company in the nation, we have a workforce of more than 16,000 employees serving 
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12.3 million members through our Blue Cross Blue Shield Plans in four states. Unlike a 
stockholder-owned company, the individuals and employers who are served by HCSC are also its 
owners, which, first and foremost, drive HCSC to structure its business practices to promote their 
health and wellness. To that end, we offer a Hill range of products that maximize access to needed 
care while making products as affordable as possible. We use our earnings to improve our 
administrative capabilities and other programs where they can further benefit our members and the 
physicians who serve them, and also to flind the reserves health insurers are required to hold. 

We certainly recognize, and share, the public’s concern with the current health care system. 
Fundamentally, we believe in the strength and value of the health cate system as it exists. But we 
also know that every system must be on a path of continued improvement. We believe health 
insurers are uniquely positioned to help foster and inform the design and implementation of 
necessary improvements to the healthcare system. HCSC welcomes the opportunity to serve in 
this role. 

To that end, HCSC has been an active advocate for health care reform, supporting: 

( 1 ) The proposition that health insurance companies be required to offer coverage 
to all applicants, coupled with a personal responsibility requirement to obtain 
and maintain health coverage; 

(2) Subsidies for those Americans who cannot afford health oaie; 

(3) Health and wellness initiatives that focus on prevention; and 

(4) Initiatives that promote effective care, treatment, research and information 
technologies that improve quality and provide value for each health care dollar, 
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The issue of medical policy being explored by the Subcommittee today is a critical factor in 
any sustainable health care reform solution. We applaud Congress for including $1.1 billion for 
comparative effectiveness research in the American Recovery and Reinvestment Act. On behalf of 
HCSC, and its members, I thank the Subcommittee for the opportunity to discuss this important 
issue. I also thank the Subcommittee for its recognition and respect for the limitations under the 
Health Insurance Portability & Accountability Act and other patient privacy laws and regulations 
that govern my testimony. 

HCSC’s Approach to Medical Policy 

HCSC’s approach to medical policy is fully aligned with its member-focused structure and 
related philosophy of engaging with the providers who serve our members. HCSC medical 
policies are written statements that include benefit coverage positions for new or existing 
technology, products, devices, procedures and medications. By providing benefit coverage 
positions for speoifio treatments, medical policies help to ensure access to safe and effective care. 
All HCSC plans provide open access to the public to HCSC medical policies through their 
websites. 

The development and maintenance of our medical policy involves a process that is built 
upon the bedrock of evidence-based medicine. This is consistent with the principles of 
comparative effectiveness research, which focuses on identifying care that is most likely to 
improve condition-specific health outcomes. To accomplish this, information from a variety of 
sources, including, but not limited to, the Agency for Health Care Research and Quality 
(“AHRQ"), the Blue Cross and Blue Shield Technical Evaluation Center, peer-reviewed medical 
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literature, statements from professional organizations, aid recommendations from the practice 
community are all considered in the development of our medical policy coverage positions. The 
process is iterative. Findings and new data arising from unique claims and third-party review of 
cases brought to our attention through our appeals processes are used to further enhance the 
medical policy. 

HCSC medical poiicies are routinely reviewed on a periodic basis. When a new or recently 
revised medical policy may limit the scope of coverage, HCSC provides at least a 90-day notice of 
this planned change on our websites. If during that period, new information is obtained that may 
impact this coverage position, HCSC will review it and, if appropriate, reassess its position. 

The following are some examples of how HCSC has incorporated our evidence-based 
approach to medical policy into two key tenets that underpin our administrative activities: Access 
and Quality. 

Access 

Our medical policy positions seek to ensure that benefits are available for high quality cate 
for our members in an efficient and consistent manner. A clear medical policy enables our claims 
payment system to be structured in a marmer that allows the vast majority of the claims we receive 
to be efTioienily processed without manual review. 

One of HCSC’s four Guiding Principles is our belief “that the interests of our members are 
of primaiy importance to [HCSC]. The members provide the reasons for our existence and the 
rationale for the resources with which we operate.” Our corporate claims administration policy 
reflects that principle by striving to promptly and correctly process claims. 
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Claims payments, first and foremost, must be consistent with contractual benefits, 
corporate benefits policy and procedures, and any applicable state regulations. Our policy also 
provides, however, that, where there is latitude in interpreting how these authorities apply, we will 
“favor a benefit interpretation for the member that is as liberal as is administratively practical and 
financially prudent.” This member-focused operating philosophy aligns naturally with our 
member-owned business structure. 

Our philosophy is embraced by our employees. For example, we receive around 570,000 
claims per day and approximately 97% of process-ready claims are paid within 14 days of 
processing. Both our claims item accuracy and financial accuracy are at approximately 99%. As 
demonstrated in a recent customer survey, 93% of our group business customers surveyed rated 
their overall customer experience “Excellent” or “Good.” 

HCSC’s efforts to ensure that our benefit coverage positions are responsive at the level of 
the individual member also entail the efforts of medical professionals in each of our four plans. 

t 

HCSC employs locally licensed physicians, pharmacists and nurses located in each of the states in 
which we operate. This means that local physicians can pick up the phone and speak with a local 
HCSC medical director. This process frequently serves to allow communication about previous 
interventions and possible changes to standard therapies. It further enables HCSC to glean 
important information about potential changes in standards of care. Laiilly, this form of 
communication can also assist in ensuring that the practitioner is aware of the member’s appeal 
rights. Information generated throughout this process is used to further hone our efforts to 
improve access to quality and affordable care. 



98 


FinaUy, we remain accessible to members in situations where members may question or 
disagree with a claims determination. In 2009, over 92% of member inquiries in our group 
business were resolved by our claims professionals on the first contact. If a claims issue remains 
unresolved, we have robust appeals processes which are governed by plan contracts and state 
insurance and labor regulations. 

Quality 

Another of our Guiding Principles is our belief that “we, as representatives of our 
members, have an obligation to provide leadership in the health care field.” As such, we 
continually seek new ways with which to collaborate with our broad network of health care 
providers for the benefit of our members. For instance, we have taken a leadership role in publicly 
reporting on the performance of our providers, which has positively impacted both provider 
performance and the outcomes for our members. We also use data analytics to identify potential 
gaps in evidence based preventive care and chronic care management and use this information to 
inform members and providers about opportunities to improve the quality of care. 

We have invested in technology that facilitates enhanced data sharing with physicians to 
improve both clinical decision making and operational efficiencies. HCSC recognizes the 
important role electronic medical records must play in any health care solution. We are dedicated 
to the continued development of tools to provide actionable information to our network physicians 
as well as the acceptance of electronic information from network practitioners. 

As we explore long-term solutions, our benefit plans are increasingly designed around 
proven preventive care services. These are in accordance with nationally recognized clinioal 
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guidelines. Prevention and wellness are critical factors in decreasing the rate of preventable 
chronic diseases such as Type 2 diabetes, high blood pressure, cardiovascular disease and some 
forms of cancer. In tandem with evidence-based medical policy, the design of benefits that 
encourage and engage membei^ in preventive care can help to control health care costs and 
improve quality. 

Rescission* 

Rescission is an unfortunate, but necessary, part of fraud prevention. HCSC regrets any 
situation that requires us to rescind coverage for any of our members. Given the gravity of these 
situations, HCSC only rescinds insurance coverage when it is clear, after a thorough review and 
appeals process, that the applicant intended to deceive by either failing to disclose or 
misrepresenting relevant and materia! medical information. It is our goal in applying this strict 
standard to limit the numbers of rescissions, while at the same time ensuring that we Identify and 
prevent insurance fraud. Both the Administration and Congress recognize that fraud places 
significant cost burdens on the healthcare system and, in turn, on other insured citizens. 

• When we learn that a misrepresentation may have been made on an insurance application, 
we assess the facts and circumstances carefully and with the degree of rigor and sensitivity they 
deserve. We have a multifaceted review process, which includes a thorough review of the facts 
that were not disclosed on an insurance application, review by an internal committee and an appeal 
process for the applicant. 

' The Subcommittee’s August 26, 2009 invitation requested information on policy rescissions by insurers. As a point 
of clarification, the issue of policy rescission (i.e., revocation of insurance coverage) is a separate and distinct 
contractual issue that is not encompassed or impacted by HCSC’s medical policy previously described. 
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We are also committed to “reforming" policies, rather than folly rescinding them, which 
means in many cases we are able to vrork to exclude coverage for the medical condjtion(s) related 
to the misrepresentatjan(s), rather than revoking an entire policy. In addition, over the past year 
we have committed to making our review even more robust, by adopting a plan which we are 
working to have implemented by early 2010 to require Independent third-parQ' review of all 
rescission recommendations. As a result of our processes, rescissions ate not a frequent occurrence 
forHCSC. 

Conclusion 

HCSC is committed to working with the Administration and Congress to achieve 
comprehensive health care reform to expand access and improve the quality of care for all 
Americans. I thank you on behalf of HCSC for the opportunity to be part of this important 
discussion on that goal. 
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Mr. Kucinich. Without objection, the Chair and the ranking 
member will proceed for 10 minutes each for questions, and then 
each member after that will have 5 minutes. So we may have sev- 
eral rounds. We will see how it goes. 

The only thing I want to share with the members of the panel 
here is this: Members of Congress generally like to get answers. If 
you are able to give us a brief answer and it covers the territory, 
that’s fine. If you start to go on and on on something — I don’t want 
to appear confrontational, but I may have to encourage you to 
hurry up your answer or maybe have to cut you off. I don’t want 
to do that. But I do want you to know that we are here to get an- 
swers and we need your help. 

So without objection, I will begin. I just want to add one other 
thing. We may be joined by other Members of Congress who are 
not members of this committee. That’s not unusual. And without 
objection, if other Members choose to come here from either side of 
the aisle, even though they are not on this committee, without ob- 
jection, we will permit them to sit in, to participate and to ask 
questions. 

So with that, I would like to start the questioning with Mr. Sassi 
of WellPoint. Sir, in your testimony you state, “Last year WellPoint 
received 380 million claims and processed 97 percent of them with- 
in 30 days.” I’m looking at the arithmetic. And if the arithmetic is 
correct, it means that you did not pay within 30 days over 11 mil- 
lion claims. 

Would you tell this subcommittee what is the value in dollars to 
WellPoint of the 11 million claims that were not paid in that time 
period? 

Mr. Sassi. Chairman, I don’t know the value of that. 

Mr. Kucinich. Can you provide this subcommittee with such in- 
formation? There has to be a way to calculate it. 

Mr. Sassi. I’m not sure, because that is at a point in time — the 
vast majority of those claims most likely were paid at a future 
point, either on the 31st day, or if we had requested additional in- 
formation that was provided and then subsequently paid. 

Mr. Kucinich. Maybe you could then chart out 30 days, 60, 90. 
Businesses operate that way, of course, 120. And maybe if you 
could provide us information with what was the average cost of 
each claim that you did not immediately pay, it would be helpful. 
You could either look at it as a cost or a value. And we will follow- 
up with written questions so we can keep going. We are not going 
to belabor that. 

Mr. Sassi, on a 2008 earnings conference call with Wall Street, 
your CEO said the following, “We will not sacrifice profitability for 
membership.” As you know, WellPoint was forced to pay $1 million 
last year to settle claims or charges by the California Department 
of Insurance that you removed coverage from 2,330 members after 
they submitted claims for expensive medical care. 

I am going to submit for the record the article on the settlement 
from the Los Angeles Times from February of this year. 

[The information referred to follows:] 
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Mr. Kucinich. WellPoint settled similar charges the previous 
year and paid a $10 million fine for removing coverage from 1,770 
members of its HMOs in California. 

Mr. Sassi, is dropping members just when they need health care 
what your CEO meant when she said that she wouldn’t sacrifice 
profitability for membership? 

Mr. Sassi. Absolutely not. 

Mr. Kucinich. What did she mean, then? 

Mr. Sassi. I believe what was meant was that we would not re- 
duce prices artificially to essentially buy membership in the open 
marketplace. 

Mr. Kucinich. And Mr. Sassi, what characteristics did those 
2,330 individuals have in common that resulted in WellPoint’s deci- 
sion to drop members just as their medical bills threatened to re- 
duce WellPoint’s profitability? 

Mr. Sassi. That settlement pertained to a settlement agreement 
that we reached with the Department of Managed Health Care and 
the Department of Insurance in California relative to recissions in 
the individual marketplace. I’m sure you’re aware that companies 
agree to settle lawsuits or situations for a variety of reasons 
and 

Mr. Kucinich. But you’re in front of a congressional committee 
here. There is — unless your counsel is advising you that you can’t 
answer that question, you should answer the question. 

Mr. Sassi. I did answer the question, sir. 

Mr. Kucinich. You didn’t really say what characteristics those 
individuals had in common that resulted in WellPoint’s decision to 
drop members just as their medical bills threatened to reduce 
WellPoint’s profitability. You did not answer the question. I would 
just ask you if you would answer the question. 

Mr. Sassi. Those members were rescinded in the individual mar- 
ket because they materially misrepresented their medical history 
on their insurance application at the time that they applied for cov- 
erage. 

Mr. Kucinich. How did WellPoint discipline the executives who 
committed the practices that led to the enforcement action against 
you? 

Mr. Sassi. We did not admit — we did not agree with the findings 
of the Department of Managed Health Care. That is on public 
record. They did issue a report. We did append a report to that. 
The settlement — we agreed to settle with the Department of Man- 
aged Health Care 

Mr. Kucinich. I understand. 

Mr. Sassi [continuing]. To put the issue behind us. 

Mr. Kucinich. Mr. Collins, in UnitedHealthcare Group’s social 
responsibility report in 2008, your CEO writes, “The businesses of 
UnitedHealthcare Group are fundamentally organized around ad- 
vancing our mission of helping people live healthier lives.” 

Now, if your business is fundamentally organized around that 
mission, will you explain UnitedHealthcare’s settlement of charges 
last year that its PacifiCare subsidiary wrongfully denied 130,000 
claims in California, paid claims incorrectly, lost documents that 
included medical records, failed to acknowledge claims in a timely 
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manner, and hassled its members with multiple requests for docu- 
mentation that was previously provided? 

Mr. Collins. Yes, sir. We are vigorously contesting the findings 
of the State. I do not contest that there is room for improvement 
in our California operations. We have put a lot of resources into 
improving our operations. And we regret inconvenience to our 
membership. But I don’t see our aspirations provide products, serv- 
ices and financing of the health care of Americans as inconsistent 
with our behavior. 

Mr. Kucinich. Then that is fine. You have answered that ques- 
tion. But in 2007, what was the compensation of the top executives 
at PacifiCare? 

Mr. Collins. In 2007, sir, PacifiCare was a wholly owned sub- 
sidiary of UnitedHealthcare. So the top executives would have been 
the top executives of United Health Group. And that is public 
record, sir. 

Mr. Kucinich. Was the compensation possibly in millions? 

Mr. Collins. I don’t have those numbers off the top of my head. 
Congressman. 

Mr. Kucinich. Would you provide them to this committee? 

Mr. Collins. Absolutely. They are public record in our 10-K, sir. 

Mr. Kucinich. Other members may have this question. But I 
think it would be great if each of you could provide us that com- 
pensation information of officers and also information about bo- 
nuses and incentives received by PacifiCare executives and employ- 
ees that would have rewarded the denial of claims in California in 
2006 and 2007. We want to see if there is any connection there. 
And we need that information, if you can cooperate and provide it. 

Mr. Collins. I’m confident, sir, that there was no bonuses 
awarded for denial of claims or other activity that was illegal. And 
as I said before, we are vigorously contesting the findings of the 
Department and the characterization of the actions there as denial 
of claims. 

Mr. Kucinich. Thank you, Mr. Collins. 

Mr. Richards of CIGNA. On page 8 of your written testimony you 
state, “We do not consider costs in establishing coverage policy in 
our decisions to provide access to care.” 

But we heard from a former senior executive with CIGNA, who 
told us yesterday that CIGNA has meetings every quarter which 
are called “town hall meetings,” internal town hall meetings, in 
which executives go over the past quarter’s financial statements 
and talk about how they can tighten utilization to lower the share 
of CIGNA’s premium income spent on medical expenses. 

Isn’t it true that CIGNA has held internal town hall meetings at 
which those topics are discussed? 

Mr. Richards. It is absolutely true that we hold town hall meet- 
ings to communicate with our employees, to reinforce our mission 
and to talk about our financial results. 

Mr. Kucinich. And those town hall meetings are videotaped, are 
they not, and audiotaped? 

Mr. Richards. I do not believe they are videotaped. We certainly 
audiotape them so that individual employees who are not able to 
attend are able to 

Mr. Kucinich. Are there audiotapes available? 
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Mr. Richards. Yeah. 

Mr. Kucinich. I would like you to provide this subcommittee 
with copies of those audiotapes and any videotapes that you have. 
Our staff will work with you to achieve the 

Mr. Richards. Again, what I would like to emphasize, Mr. Chair- 
man, is those internal meetings are to communicate to our 
employees 

Mr. Kucinich. I understand. And we — I understand that they 
are. And we will be in touch with you regarding our request that 
we g:et those audiotapes. 

I just would like to conclude with this question for each and 
every one of you. The premise of this hearing is that health insur- 
ers wield strong influence in the kind of care, whether there is 
care, for their policyholders who become very sick. 

According to the American Cancer Society, “Cancer patients and 
survivors may delay or forego care, in the face of cost sharing, that 
they And difficult to afford.” 

A recent study found that 5 percent of non-elderly adults with 
private health insurance who have been diagnosed with a chronic 
condition such as cancer reported they went without needed care 
in 2006. This is the American Cancer Society saying this. 

I want to give you a chance to express for the record what you 
think about this question, and really with a simple yes or no an- 
swer. And we are going to go down the line and I want you to an- 
swer this question. Do you believe that a health insurer’s refusal 
to pay for a patient’s cancer treatment can directly or indirectly 
cause harm or death to that patient? 

I’m going to ask the question one more time. Do you believe that 
a health insurer’s refusal to pay for a patient’s cancer treatment 
can directly or indirectly cause harm or death to that person? 

I would like to go right down the line, Mr. Collins, and just give 
me a simple answer go. All the way down the line and then my 
question time is completed. Mr. Collins. 

Mr. Collins. Yes, sir. 

Mr. Kucinich. Pardon? 

Mr. Collins. Yes, sir. 

Mr. Kucinich. Mr. Sassi. 

Mr. Sassi. Yes, sir. 

Mr. Kucinich. Ms. Farrell. 

Ms. Farrell. Yes. 

Mr. Kucinich. Mr. Bloem. 

Mr. Bloem. Yes. 

Mr. Kucinich. Mr. Richards. 

Mr. Richards. Yes. But CIGNA only allows clinicians to make 
coverage decisions and those coverage decisions are only based on 
external scientific evidence. 

Mr. Kucinich. The answer is yes. OK. Ms. Reitan. 

Ms. Reitan. Yes, sir. 

Mr. Kucinich. Thank you. I want to thank each and every one 
of you for your candor. 

The Chair recognizes for 10 minutes Mr. Jordan of Ohio. You 
may proceed. 

Mr. Jordan. Thank you, Mr. Chairman. I appreciate the chair- 
man’s having this hearing. I appreciate the chairman’s intensity 
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and passion that he brings to any debate, but I fundamentally dis- 
agree with sort of the underlying premise here, the idea that be- 
cause there has been — as I stated in my opening statement, that 
there has been some problems with the way private insurance 
works; that somehow that should cause us to move to a govern- 
ment-run system. I just fundamentally disagree with that. 

Frankly, I think the majority of Americans, as pointed out over 
the last several months in any poll you look at here of recent date, 
is — would say the same thing. 

So I have really kind of two focuses here in the few minutes I 
have with you. And, again, I appreciate you being here. One, I 
want to get the facts. And then I want to get at this idea that I 
think is fundamental to real reform and what needs to happen in 
this country, and that is a health care system that empowers the 
patient. 

There is a great — I think a great article in this month’s Atlantic 
which talks about the idea that it is always somebody else who is 
paying. And when somebody else is paying, that is — I think Ms. 
Farrell said it well. She said insurance premiums don’t drive 
health care costs; health care costs drive insurance premiums. We 
have to get at health care costs. And that only happens when the 
consumer, the patient, the family, the small business owner out 
there, has a better handle on what is happening, more trans- 
parency so they can figure this out and make some real market — 
real market-type decisions. 

So let me start with this. One of the things we heard yesterday, 
again in an effort to get to the facts, one of the things we heard 
yesterday was from the panel we had; 57 percent of every dollar 
is all that goes toward health care of the premiums that you take 
in. And so we heard about the cartels and — I’m actually looking 
now at a piece the Journal ran this Monday. And they actually talk 
about an example in Alabama where it was 92 percent, according 
to what is happening in the State of Alabama, where one insurer, 
BlueCross BlueShield of Alabama, has 70 percent of the market 
share. 

So I would like to know, do you agree with that 57 percent fig- 
ure; and if not, what it is in each of your companies’ situation? 
We’ll just go down the list. Mr. Collins. 

Mr. Collins. Thank you. Congressman Jordan. The statistics 
cited in Mr. Sassi’s testimony come from a 
PriceWaterhouseCooper’s study that cites 83 cents on the dollar. 
That is a credible study. It is a recent study. There is another 
study that just came out from Sherlock & Co., just in the last few 
weeks, which corroborates the Price Waterhouse study. 

Mr. Jordan. What is United? What do you say? What do you 
pay? With every dollar you take in, how much goes for patient 
care? 

Mr. Collins. That’s not a real simple answer to 

Mr. Jordan. Is it 57 percent? Is it less? Is it more? 

Mr. Collins. No, sir. It’s consistent with the findings in the 
Sherlock and the PriceWaterhouseCooper’s studies. 

Mr. Jordan. Have you done an internal investigation? Do you 
know? Do you have a good idea what United would be? 
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Mr. Collins. Sir, a loss ratio for 2008 was approximately 83 per- 
cent, 83 V 2 percent for the company. But that is across a wide spec- 
trum of businesses. 

Mr. Jordan. Mr. Sassi, WellPoint? 

Mr. Sassi. Same question? 

Mr. Jordan. Yeah. 

Mr. Sassi. The loss ratio for WellPointplans overall is direc- 
tionally similar to what I quoted as PriceWaterhouseCooper’s. But 
as I also stated, loss ratio is just the calculation of premium less 
claims that are paid. And as I also indicated in my testimony, there 
are a fair amount of administrative costs that we pay to help man- 
age chronic care, chronic conditions. We pay out of our administra- 
tive cost for disease management programs for asthma, heart dis- 
ease, diabetes, COPD, to help those 50 percent of Americans that 
have chronic illness manage their costs. And that is typically not 
included in the loss ratio. That is included in administrative ex- 
pense. So if you’re looking for a holistic what-do-we-spend, it’s 
north of that. 

Mr. Jordan. I understand. I understand. 

Ms. Farrell. Congressman, at Aetna, we spend 84 cents on the 
dollar directly on medical claims. We do spend a fair amount on ad- 
ministration relative to innovations in the health care industry, 
making sure that we are providing our members and our providers 
with the most recent tools and technologies and information in 
order to, as you said, give them the tools to make them understand 
what policies they purchased, what is in those policies, so that they 
can make better decisions on behalf of themselves and their fami- 
lies. 

Mr. Bloem. Ranking Member Jordan, we paid between 83 and 
85 percent for the last 7 years. Last year was the upper end of the 
range. Around 84.6. 

Mr. Richards. Ranking Member Jordan, for CIGNA last year, 
the number was 89 cents. That number has gone up each of the 
last 5 years. 

Ms. Reitan. Our medical care ratio at HCSC is approximately 84 
percent. 

Mr. Jordan. OK. Let me move to another one. 

According to the Congressional Research Service, each year 1 bil- 
lion claims are submitted to Medicare and 10 percent of those 
claims are denied. So 10 percent — that is a lot of claims denied, if 
I got the numbers right when you went through your testimony — 
I just jotted these down. 

United, you have 70 million that you insure; WellPoint 35; Aetna 
37; Humana, I think had 2 different distinctions, but I totaled 16; 
CIGNA, 46 here and around the world; and HCSC, 12.3 million. 

So how does your denial rate compare to what the Government 
currently does with the Medicare program? 

Mr. Collins. Congressman, I’m not prepared to answer that 
question today. I really just don’t have those numbers available, I 
would like to point out 

Mr. Jordan. How many claims do you have a year? I’m inter- 
ested in Medicare population, older populations who are probably 
going to be significantly more claims. But 70 million people com- 
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pared to 45 in Medicare — 45 million in Medicare. How many claims 
do you get a year? 

Mr. Collins. I don’t know exactly. On our primary processing 
platform where the vast majority of our claims are processed, as I 
stated in my testimony, 250 million claims. 

Mr. Jordan. OK. 

Mr. Sassi. Ranking Member Jordan, I don’t have the percentage 
of claims that were denied, if that is the question. We processed 
380 million — we received 380 million claims. The number I read 
was the amount that we processed in 30 days. We processed 

Mr. Jordan. Ninety-seven percent in 30 days. I got that. But we 
heard stories yesterday, so there have to be some that are denied. 

Mr. Sassi. Oh, absolutely. 

Mr. Jordan. Do you know what percentage are denied? 

Mr. Sassi. I don’t have that. 

Mr. Jordan. Is it more than 10 percent? 

Mr. Sassi. I don’t have that number. I’m sorry. 

Mr. Jordan. Ms. Farrell. 

Ms. Farrell. We process approximately 407 million claims an- 
nually at Aetna. And if you look at the reasons why claims are de- 
nied, I think what you are trying to get at is the reason something 
might be denied for medical necessity, and at Aetna less than one- 
half of 1 percent of claims are denied because of medical reasons. 

Mr. Jordan. Thank you. 

Mr. Bloem. Ranking Member Jordan, I cited the Athena Health 
Study which I commented that we ranked first in terms of the low- 
est denial rate. Our denial rate in that survey was 5.7 percent. The 
government, in the government — the Medicare Part B program, 
that had an 8.7 percent denial rate for fifth place. 

Mr. Richards. Ranking Member Jordan, at CIGNA, we have 
about 91 million claims we processed last year, and again 99.9 first 
of those were approved for the coverage. So it would have been 
point 1 percent that were not approved for coverage. 

Mr. Jordan. Good. 

Ms. Reitan. HCSC processes 560,000 claims a day, and we deny 
for the medical necessity coverage three-tenths of a percent. 

Mr. Jordan. Wonderful. 

Mr. Bloem, in your testimony you talked about some things you 
were doing to make it easier for the folks who you do business 
with, people you insure to deal with — that is one thing you hear 
from folks in our own lives. You get the statement of benefits, you 
try to figure out what the heck it says. I think if a lot of Americans 
are like me, they are looking — if it says it’s not a bill, they kind 
of file it away and not worry about it too much. 

But you talked about some things you’re doing. I would like for 
you to elaborate on that a little bit. Because one of the things we 
hear from health care professionals is they don’t like the reim- 
bursement rate they get from Medicare and Medicaid. But in some 
ways it’s not as cumbersome as some of the other things they have 
to deal with. So I’m curious what you are doing to make it easier 
for people to deal with and figure out what is going on, and again 
getting at this idea to empower the patient, which I believe will 
lower the cost. 
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Mr. Bloem. ok. a couple of things I mentioned in my written 
testimony I would just like to quickly summarize. First of all, when 
we talk about the problems that have existed between the various 
constituencies, obviously we have three people involved: We have 
us as the payer, we have the member, and we have the provider. 

So to make things simpler, to make things easier, what we’ve 
done, as in Florida but now throughout the country, is come up 
with a joint venture that we have with a number of companies that 
helps providers get instant adjudication, real-time adjudication in 
terms of what a member’s responsibilities are, what ours are. We 
are trying to provide certainty against all — for all our constitu- 
encies. 

Mr. Jordan. So the providers are liking it and the patients are 
liking it? 

Mr. Bloem. Because it’s electronic and it basically tells people 
when they go to the doctor, this is what is going to be expected of 
you, this is what Humana is going to pay, this is what you are 
going to pay, this is what the provider is going to charge. 

We also — if I could be real brief — we also have a document called 
a “smart summary” that we mail to 10 million of the 10.3 million 
members that we have, every quarter. And it basically tells all the 
claims that they have had, what those claims are for, what doctors, 
what hospitals they went to, what pharmacy, what drugs they are 
taking. It gives them sort of a quick summary of what their situa- 
tion was for that quarter, much like you get with maybe invest- 
ment accounts you have. I would be happy to provide this. 

Mr. Jordan. A quarterly statement? 

Mr. Bloem. Yes. So that people understand that they can begin 
to have the knowledge you’re talking about in order to take effec- 
tive control of their health status and their insurance. Thank you. 

Mr. Jordan. Ten minutes goes fast, Mr. Chairman. Thank you. 

Mr. Kucinich. I thank my colleague from Ohio. 

We’ve been joined by two other members. And before we go to 
Mr. Cummings, I will introduce Mr. Schock from Illinois, and also 
the distinguished chairman of the Judiciary, John Conyers, who is 
the author of — he is the author of H.R. 676. I’m always pleased to 
work with him on that. Mr. Conyers, we are honored by your pres- 
ence here, as well as Mr. Schock’s presence. 

We are going to go to Mr. Cummings for your questions. Go 
ahead, Mr. Cummings. 

Mr. Cummings. Thank you very much, Mr. Chairman. I just 
want to know, how many of you — which of you, if any — we will go 
down the line — give bonuses for folks who deny coverage? Straight 
down the line. 

Mr. Collins. We don’t issue bonuses for people that deny cov- 
erage. 

Mr. Cummings. Is it a part of their evaluation? I’m going to ask 
each one of you the same question. Is it part of their evaluation — 
is there any kind of incentives with regard to evaluations regarding 
denial of coverage; that is, claims? 

Mr. Collins. I’m sorry. Congressman. Without going back and 
doing research on that topic, I really could not give you a respon- 
sive answer to that question. 
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Mr. Cummings. You don’t know the answer to that question? Is 
that what you are telling me? 

Mr. Collins. Yes, sir. 

Mr. Sassi. I can tell you that WellPoint does not have any poli- 
cies in place to reward people for denying care. 

Mr. Cummings. So there’s no policies and you do not do that; is 
that correct? 

Mr. Sassi. My understanding is we do not. 

Mr. Cummings. Or physicians? How about physicians denying 
treatment? 

Mr. Sassi. There are no metrics or anything surrounding denial 
of care. 

Mr. Cummings. Very well. Ms. Farrell. 

Ms. Farrell. Only physicians can deny a claim at Aetna, and we 
have absolutely no incentives, financial incentives, tied to that deci- 
sionmaking process. 

Mr. Cummings. So employees don’t either; is that right? I know 
you said physicians, but what about employees? 

Ms. Farrell. Physicians are the only ones that can actually 

Mr. Cummings. In other words, do they ever? 

Ms. Farrell. Physicians are the only ones who can actually 

Mr. Cummings. Did you ever have that policy of giving incentives 
for denying claims? 

Ms. Farrell. You say “ever.” I can’t speak for ever. 

Mr. Cummings. To your knowledge, have you? 

Ms. Farrell. To my knowledge, no. 

Mr. Cummings. I see your lawyer is trying to advise you. You’re 
welcome to do so because we are going to followup on this. Are you 
finished, Mr. Lawyer? 

Ms. Farrell. To my knowledge, no. 

Mr. Cummings. All right. Mr. Bloem. 

Mr. Bloem. To my knowledge, during my tenure of 8 V 2 years, no. 

Mr. Richards. There are no financial incentives for our clinicians 
to deny coverage. 

Ms. Reitan. At HCSC there are no financial incentives and no 
bonuses paid related to denial of care. 

Mr. Cummings. Then between today and yesterday, there are 
some — apparently there must be some other insurance companies, 
then, because the testimony we got yesterday was just the opposite 
to that. But we will go forward. 

Very interestingly, when you all were answering Mr. Jordan’s 
question, you were talking about this whole idea of claims. And, 
Mr. Richards, you in your oral testimony and your written testi- 
mony seemed — were very proud and I think you should be — I 
think, when you said that over 99 percent of the claims that are 
covered, people are receiving the services that the doctor rec- 
ommended; is that correct? 

Mr. Richards. That’s correct. 

Mr. Cummings. Mr. Richards, when you say “claim,” what do you 
mean by that? 

Mr. Richards. When I refer to that. I’m talking about the deter- 
mination of whether the particular procedure is covered. 

Mr. Cummings. In other words, those are services that were al- 
ready done; is that right? 
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Mr. Richards. Actually, a lot of times a physician, the individ- 
ual’s physician would check with us prior to the procedure being 
done under what is called a “prior authorization” to see if the pro- 
cedure would he covered. 

Mr. Cummings. So you’re including — when you look at this, when 
you’re giving us this figure, you’re telling us that in those cases be- 
fore services were rendered, you include those, and you include 
those after services were rendered that you paid, “claims.” Is that 
what you mean by claims? Because I want to make sure that we 
are going from the same page. Because the testimony we got yes- 
terday is that, you know, the industry has a definition for claims. 
And claims means some services that have already been rendered. 
And then you’re talking about denial. But a lot of the problems 
that we heard yesterday were things leading up to that, where the 
doctor calls — we had one doctor here yesterday that said he lit- 
erally had to double his number of employees just to deal with get- 
ting authorization to do procedures. 

So just answer my question. When you say 99.9 percent, what do 
you mean? 

Mr. Richards. I mean of the claims that we get, 99.9 percent of 
those are approved without any need for appeal. I think — first of 
all, I appreciate. Congressman, the chance to clarify this because 
I don’t think it’s well understood by the public. CIGNA — and I sus- 
pect other insurance companies — get submitted a lot of claims that 
are duplicates or are for people that are not insured by CIGNA. 

Mr. Cummings. Are those included in this definition? 

Mr. Richards. They are not included. So if, for instance, a doctor 
submitted us a duplicate claim, we had already received one 

Mr. Cummings. OK. I got the duplicate. What else? I want to 
make sure — the definition is changing already. 

Mr. Richards. Well, I understand the committee is interested in 
both what insurance companies are doing relative to medical cov- 
erage — which is how I was answering the question — but I also un- 
derstand you’re very interested in the administrative procedures. 
I’m trying to clarify that. 

Fraud and abuse would be another reason why a claim might be 
denied. And, for instance, I know that that is extremely important 
to Medicare and the Office of the Inspector General. So we, for in- 
stance, denied — or did not pay 215 million claims for fraud and 
abuse. Again, these would be situations where the individual has 
already received the care but that the doctor or provider is inappro- 
priately billing for that. 

Mr. Cummings. When you say a “duplicate,” do you mean a case 
where somebody may have been denied and then they try again? 

Mr. Richards. No, no. I mean due to a billing error; we would 
have already, for instance, paid the claim and it was submitted 
again. Sometimes things cross in the mail. Congressman. 

Mr. Cummings. So is that the only other thing that is — that may 
not be included in your denial rate? 

Mr. Richards. I think those are the major categories. The only 
other thing I might mention is in California, there’s a fair number 
of doctors in California who operate under a prepayment mecha- 
nism where we pay them a certain amount per month to cover the 
care for our customers. So that prepaid — the way that prepayment 
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works, we pay them whether the individuals seek care from that 
doctor that month or not. We occasionally — we sometimes do get 
claims from those doctors, again erroneously, for care that we have 
already paid under the prepayment. In that case, those claims 
would also not be paid. 

Mr. Cummings. Thank you. 

Mr. Kucinich. The gentleman’s time is expired. 

The Chair recognizes the Congressman from Illinois, Mr. Schock. 
You may proceed for 5 minutes. 

Mr. Schock. Thank you, Mr. Chairman. Thank you to our distin- 
guished panel for being here. Unfortunately I have half the time 
as the chairman and the ranking member. So I’m going to try to 
make this quick. 

It seems as we discuss health care and the rising costs of health 
care, the focus seems to be on who is paying for it. And to me it 
doesn’t matter whether you’re a State government providing Medic- 
aid or a Federal Government providing Medicare or a private busi- 
ness or an individual paying for it privately, the issue is the huge 
rise in costs. 

My question to all of you in the private pay business is within 
your respective organizations — I’m assuming when you negotiate 
with rates to your preferred providers, you ask for some justifica- 
tion in costs. And what there seems to be very little discussion 
about is the rise in cost. Some of that is true operating costs; in 
other words, new X-ray, new MRIs, new technologies, staff. And 
some of the rise in cost is also a cost shift. 

In other words, the great debate this year is whether or not we 
should cut Medicare rates by 16 percent, and we seem to pat our- 
selves on the back when we leave and we say we staved off cuts 
again this year. We may have staved off cuts, but we didn’t ade- 
quately reimburse the providers for the true increase in their costs, 
therefore requiring them to shift that cost to those in the private 
pay industry. 

So my question to each one of you is: Have any of you within 
your organization looked at the increase in reimbursement rates 
that you all are required to pay and thus raising your premium 
rates? What percent of that is a true cost increase in terms of costs 
to the recipient and what percent of that cost increase is because 
of cost shifting as a result of the State and Federal Government 
not adequately paying for their patients? 

Mr. Collins. 

Mr. Collins. Thank you for that question. Congressman. The 
trend in unit costs — so the negotiated rates we have with providers 
and doctors has been running in the range of 4V2 to 6 percent for 
many years now. That is in excess of CPI. I don’t know the exact 
percentage of what our costs are due to cost shifting. But according 
to a recent Milliman Study, Milliman & Robertson of the account- 
ing firm or the actuarial firm, $88 billion a year are cost-shifted 
from Medicare and Medicaid programs to the private sector. The 
American Hospital Association and the AMA have both published 
statistics that show that Medicaid programs on average pay less 
than 90 percent of cost and that Medicare pays less than 100 per- 
cent of cost. So there is a cost shifting that has been a constant 
pressure on unit costs in the private sector, and it’s an ongoing and 
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major driver of unit cost inflation in health care on the private 
side. 

Mr. SCHOCK. You said your premiums went up on the average of 
4 to 6 percent? 

Mr. Collins. Unit cost trend over time in the industry has heen 
running around 4 to 6 percent, and that’s over a long period of 
time. Annual — just the unit cost. Other components of inflation are 
utilization increases, new technology, those sorts of things. But just 
straight unit costs has heen running 4 to 6 percent. 

Mr. ScHOCK. And have you looked at what percent of that is 
costs of doing business and what percent of it is a shift? 

Mr. Collins. I’m sorry, sir. I couldn’t answer that precise ques- 
tion. But 88 billion over the private sector is a significant amount 
of money. 

Mr. ScHOCK. Yeah. 

Mr. Sassi. Congressmen, I would agree with Mr. Collins’ com- 
ments. Milliman did publish that study and it estimated that 88 
billion is being cost-shifted to the private sector from Medicare and 
Medicaid, which equates to about an overall increase across the 
board for commercial members of about 10 percent, or, I believe the 
study says $1,600 per covered member. It would be very difficult 
for us to identify on a facility-by-facility, doctor-by-doctor under- 
standing their entire cost structure, what goes into that, to identify 
at that level. But I believe that the Milliman study is credible. 

Mr. SCHOCK. Because I’m tight on time. I’m not going to ask any- 
one to repeat the same thing. Has anyone done — I guess I under- 
stand provider by provider, it’s not possible to do that. But I didn’t 
know if you actually looked, did some independent study on a sam- 
pling pool of preferred providers on what their justification of in- 
crease in costs is? 

Mr. Richards. Congressman, first of all, I do agree that the un- 
derpayment by Medicare and Medicaid is absolutely a huge prob- 
lem for hospitals and doctors and it’s definitely increasing medical 
infiation. CIGNA has done some analysis of the disparity in the 
rates between Medicare and Medicaid and commercial rates. I don’t 
have that with me, but we would be happy to provide that analysis 
of the average rates to the committee. 

Mr. SCHOCK. I only have a couple — what is the yellow, 2 minutes, 
1 minute? 

Mr. Kucinich. Go ahead and finish. 

Mr. ScHOCK. OK. One other question, because I’m going to be 
cutoff here. I wish I had more time. It seems to me, again as we 
talk about controlling costs, I found it very interesting, I met with 
the Consulate General of Canada, and he is very much supportive 
of their Canadian health care system. But one thing I thought dur- 
ing the discussion was he said. Congressman Schock, he said, “It’s 
still too easy in your country to sue doctors.” And I kind of sat back 
in my chair and I said, “Excuse me?” He said, “Well, our health 
care system in Canada would not continue to function if com- 
prehensive tort reform were not a part of the health care plan 
when we passed it in our country.” 

My question — obviously my view on this is we shouldn’t wait for 
a single-payer system in our country to have comprehensive tort re- 
form as a part of reducing not only the premiums that the health 
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care community pays but, more importantly, the unnecessary medi- 
cine that’s ordered as a result. 

My question to you, again, is whether or not within your respec- 
tive companies you have looked at the amount of reimbursed care 
that you give through the insured folks, what percent of that’s done 
through defensive medicine as a result of a fear of these physicians 
being sued? 

Ms. Reitan. I actually don’t have the data with me, but I know 
the BlueCross BlueShield association has done some work on this 
exact issue. So we would be happy to submit that in followup. 

Mr. SCHOCK. Could you provide us a copy of that? 

Ms. Reitan. Yes, we would be happy to do that. 

Mr. SCHOCK. Anyone else? 

Mr. Bloem. Tort reform would be very helpful because the ab- 
sence of tort reform increases the intensity of procedures that doc- 
tors perform, which is one key aspect of utilization which you 
talked about before. 

If I may, I would just like to go back to your question about cost 
shifting with government programs. One of the things that hap- 
pens with Medicare and Medicaid is that they lower reimburse- 
ment rates in an effort to get more efficiency out of the health care 
system. That, in part, does happen. But when it doesn’t fully pay 
for the reimbursements, then what happens is there is a cost shift. 
And the commercial segment, the commercial products pay for that 
shortfall that’s not made up by efficiency that comes from those re- 
imbursement cuts. And that’s estimated to be $1,500 for a family 
of four who has private health insurance. That — if you look at the 
total cost of private health insurance, that’s a major component it 
of. Thank you. 

Mr. SCHOCK. Thank you. And thank you. Chairman, for your 
generosity. 

Mr. Kucinich. We are glad that you’re on this committee and we 
appreciate your participation. The Chair will recognize the distin- 
guished chairman of the Judiciary Committee who has joined us, 
Mr. Conyers. You may proceed. 

Mr. Conyers. Thank you for this permission. Chairman 
Kucinich. And I want to thank you for the hearing. These are dis- 
tinguished, experienced members of the health insurance industry, 
and I’m sure their testimony has been very important as we work 
toward a reform of health care. 

And I also want to commend the ranking Republican member, 
Aaron Schock, who is carving out quite a record of distinction for 
himself. I’m glad he is here with us as well. 

Ms. Farrell, what do you think — what is your feeling about the 
public option, and how do you think it fits into health care reform 
as you see it, ma’am? 

Ms. Farrell. My view of the public option is that I think we 
really need to focus our efforts on understanding what problems 
that we are trying to solve around access and quality and afford- 
ability, and then ask ourselves at the end of that whether or not 
a public plan would actually progress us further down the path 
than some of the bills that have already been put in place. I do 
believe 

Mr. Conyers. Could you pull the mic just a little closer, please? 
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Ms. Farrell. One of the things that’s concerning about a public 
plan, which Congressman Schock was just referencing, is the cost 
shift. If a public plan were to reimburse at Medicaid or Medicare 
rates, there would be quite a cost shift to the commercial segment, 
which would in turn result in increased costs in the commercial 
sector, and therefore increased premiums, which is really antithet- 
ical to what we are trying to achieve in health care reform. 

Now, Mr. Richards, it was my impression that the public option 
would be designed to save money, not cost more money, and that 
it would provide a choice between citizens as to whether they want- 
ed a private insurance plan, of which there are literally hundreds, 
or would they want a public plan. Is that your impression? 

Mr. Richards. Congressman, CIGNA supports many of the re- 
forms that are being debated in the debate in both the Senate and 
in the House, including personal coverage requirements, guaran- 
teed coverage, the elimination of preexisting conditions, and the re- 
form of payment mechanisms. We believe if those reforms are en- 
acted, then a government-run plan is not necessary. 

Mr. Conyers. So, Mr. Sassi, if you agree with that last comment, 
then you don’t want any competition in the insurance — health in- 
surance field, right? 

Mr. Sassi. I think it’s our position that there is a lot of competi- 
tion today in the health insurance industry. There are over 1,300 
health insurers in this country that compete for business. 

The challenge is that when the Government could come in and 
have the ability to set reimbursement rates, that it creates an 
unlevel playing field between private industry and the Govern- 
ment, and that certainly has the potential to exacerbate the cost 
shift that already occurs between Medicare and Medicaid and the 
private sector. 

We also fear that as a result of that, since we don’t have — we 
would not have a level playing field, since insurers are subject to 
taxes and other types of expenses, that lower reimbursements, cou- 
pled with taxes that we pay, create a dramatically unlevel playing 
field and that could reduce choice for the American public. 

Mr. Conyers. Well, Ms. Reitan, with this unanimity against the 
public option, we are putting in a provision that everybody has to 
get insurance, and if you can’t afford it, guess who will pay for? 
The Government. And you’re talking about the public option will 
cost — someone is talking about it, not you. How could one public 
option destabilize 1,300 private insurance companies? 

Ms. Reitan. Our company agrees with the statement that was 
made earlier, that when you implement some of the reforms that 
are being discussed that require insurers to offer coverage to all in- 
dividuals, regardless of their health status, as long as they have a 
requirement to access and carry coverage 

Mr. Conyers. Could you pull your mic up a little closer? 

Ms. Reitan. We do agree there are people who are lower income, 
often low-income working individuals, who will need some subsidy 
in order to be able to afford health care coverage. So we believe if 
you pass reform with all of those elements, we actually will have 
a more well functioning health care system today and have the 
ability to put in the market plans that can be affordable over time. 

Mr. Conyers. Couldn’t a public option accomplish that? 
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Ms. Reitan. We don’t think it’s needed in order to accomplish 
that. 

Mr. Conyers. Why not? There are a lot of people advocating it. 

Ms. Reitan. Because those reforms that I have described have 
never been in existence in the United States. And so by passing 
them, we think that can significantly improve the health insurance 
system and make coverage both more accessible and more afford- 
able. 

Mr. Conyers. Well — surely. 

Mr. Kennedy. We have a public option in the VA. The Veterans 
Administration is essentially a public option. So we do have one 
here in this country. 

Mr. Conyers. Vdiat about Medicare? Who do you think runs 
that? 

Mr. Kennedy. Exactly. 

Mr. Conyers. Well, let me — I’m not doing too well on these ques- 
tion, Mr. Chairman. Nobody seems to 

Mr. Kucinich. I would suggest that the Chair is doing very well 
with the questions. It may be the answers that we may be having 
difficulty dealing with here, but your questions are just fine. 

Mr. Conyers. Well, let me try Mr. Collins. Have you ever heard 
of a universal single-payer health care system? 

Mr. Collins. Yes, sir, I have heard of the concept. 

Mr. Conyers. And have you developed some feelings about it? 

Mr. Collins. Well, yes, sir, I have — clearly I’m a partisan for 
the — having a private health care, robust private health care sec- 
tor. I believe that the private health care sector brings a lot of 
value to the overall system that we have here, and of course we 
have a robust public system with Medicare, Medicaid, VA system, 
TRICARE. Those are all components of the public system. 

I believe the private system is important because it brings in in- 
novation, it brings energy, it brings change, it brings ideas that are 
often used in the public sector system as well. And I think we can 
have both a private and public system. We can build on what is 
good in the public system — in the private system, and use those 
things to improve the private system as well, sir. 

Mr. Conyers. That’s encouraging. Then why not let’s try the sin- 
gle-payer system, H.R. 676? That’s mostly a public system. What’s 
wrong with it? 

Mr. Collins. I’m not actually familiar with that bill. If it’s a sin- 
gle-payer system it would be the end of the private system as we 
know, I believe. 

Mr. Conyers. Is that true, Mr. Bloem? Does that mean that the 
private system goes out if you have a single-payer system? 

Mr. Bloem. I think the primary concern. Congressman, is the 
fact that we mentioned before with respect to the cost shift. The 
Medicare and the government programs, the VA, all of those pro- 
grams have lower rates of reimbursement. So that in the entire 
system, not all of the costs are being covered by — not the propor- 
tional costs of care that those programs — that those programs give 
are being borne by the Government. So there is a shift, as I men- 
tioned to Congressman Schock, of about $1,500 for a family of four 
every year. 
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And so I think one valid concern would be that if all — there was 
a single payer and all of the costs were borne by the Government, 
then there would be none of the innovations that the others have 
discussed. It would be the end of the commercial. But then you 
would have to — the Government would then have to absorb all that 
other cost, and that would make it — that would make it more ex- 
pensive for everyone. There is also, I want to remind everybody, 
what was said to — was said about the value of what the private 
sector provides. 

Mr. Conyers. But what about all the cost increases that the 
health industry is imposing upon people with health care, not only 
in their premiums but also in pharmacy prescriptions that are 
being raised? I mean, you talk about cost shifting; you ladies and 
gentlemen are representing companies that keep raising the costs 
of premiums every single year, and yet you’re worried about some- 
body else shifting costs. 

Mr. Kucinich. Mr. Conyers, time has expired. But each one of 
you that wishes to respond to his question, please do so. And I 
would urge any or all of you to do it. Would someone care to re- 
spond? 

Mr. Conyers. Could we start — Ms. Farrell, could you help me 
understand how I can increase my sympathy for health insurance 
companies? 

Mr. Kucinich. Ms. Farrell. 

Ms. Farrell. Yeah. The way we look at premium increases every 
year and the way they are calculated is based on the underlying 
increase in medical costs. And so 

Mr. Conyers. So you have to do it. But the profits are greater 
and help — the only people I can think of that make more profits 
than the industry that you six represent is oil and pharmacy. 

Mr. Kucinich. The gentleman’s time is expired. 

Mr. Conyers. I’m sorry. 

Mr. Kucinich. We are grateful that you’re here. 

Mr. Conyers. All right. Thank you vei^ much. 

Mr. Kucinich. And the Chair recognizes Mr. Kennedy. And we 
are grateful that you’re here, Mr. Kennedy. And we are grateful for 
your family’s lifelong commitment to health care for all Americans. 

Mr. Kennedy. Thank you, Mr. Chairman. 

To the panel, as my former colleague was just talking about the 
public option, and given the environment right now in Congress 
with respect to the political liability of a public option, I wanted to 
get to how we are going to implement savings in the event that a 
public option isn’t passed. I am in strong favor of a public option 
and want that on the record, but I understand that the political re- 
ality of what is going on right now in Congress shows that that 
may or may not happen. 

If that doesn’t happen, I want to hear today what insurance com- 
panies are going to do to step up to the plate to make sure that 
we don’t waste a lot of time before we get put into place what will 
be the alternative to a public option; that is, perhaps a trigger of 
the public option, which means that we are going to have to wait 
for us to show that insurance companies aren’t doing their job be- 
fore a public option then gets kicked into place. And, of course, 
that’s an ugly kind of scenario because it’s basically saying OK, we 
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are going to wait until things go wrong before we fix them. And 
that presupposes things are going to go wrong. 

So obviously we don’t want things to go wrong. And what I would 
like to hear from you is — we hear a lot of talk about different tools 
in health care that will save money and improve quality and effi- 
ciency, and we are all familiar with the inefficiencies in our current 
system that lead not only to wasted dollars and poor health out- 
comes for patients, but also huge administrative headaches and red 
tape for patients. 

Health care information technology, as I know, is one of the tools 
we talk about in achieving efficiencies. But another area where we 
could generate savings and quality improvements is through a 
process called improvement tools, such as value stream mapping 
and flat mapping. 

We talk about how to make clinical improvements to improve ef- 
ficiency, so to save money. But what do you see for these as poten- 
tial to save money through the process of administrative improve- 
ments? And what can be done to incentivize the use of these tools 
in not only making clinical improvements, but also making im- 
provements in the whole process of administrative making and cut- 
ting out a lot of that red tape that everybody always acknowledges 
is a big cumbersome part of your business? Could you tell us how 
do we incentivize in government a way for you to do the right 
thing? 

Mr. Sassi. Congressman, I think there are many things that the 
private sector can work with government on. I think you brought 
up an important element: health information technology. I think 
there — certainly my company, WellPoint, is very interested in im- 
plementing health insurance technology. Examples include e-pre- 
scribing and making sure that — making available to doctors the 
ability via a PDA to prescribe — to check for drug-to-drug inter- 
actions, to get personal health information 

Mr. Kennedy. We know all — we don’t have much time. We know 
all about IT and what it can do. But how do we ensure that, you 
know, when you have an IT system that’s actually an IT system 
that’s working to the maximum effect? We all know IT can work, 
but it doesn’t do a lot of good to have IT and say all those great 
buzzwords about keep prescribing and, you know. Doctor, you 
know, supported protocols and all of that stuff. It’s not going to do 
well if you don’t have a way of monitoring whether the system is 
actually running efficiently. 

And when the doctor says, oh, go out for these five referrals, and 
they go out to the front and the administrative clerk only gives 
them three of the five, who picks up that it was only three of the 
five? How do you measure whether your system is working up to 
speed? 

How do you measure whether your system is working up to 
speed? Who’s going to be testing to make sure that you’re doing the 
job in terms of getting the most efficiency out of your IT system. 

Mr. Sassi. I think each company owns that for their own IT 
areas, but I think it’s a shared responsibility. 

Mr. Kennedy. See, that’s the problem. See, that’s the problem, 
because you can’t have all these proprietary systems out there. Ev- 
erybody thinks they’ve got this new age IT thing going, and then. 
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you know, they’ve all got different systems for, oh, we’re going to 
try to do this process more efficiently here and this process here, 
when we don’t have standards. 

We have basic metrics for clinical care. Where are the metrics for 
making sure that you’re going to do the best administratively? I 
mean, we can do all the protocols in the world, when you come into 
an ER and say, you know, wash your hands, get this glove, get that 
glove, cooperate this way, we want this person to be treated so that 
they don’t get an infection. 

What I want to know is what you are doing to standardize, so 
no matter what IT system there is and what health system, we 
know that you all are doing, you know, not your own proprietary 
thing, but whatever proprietary thing is doing, it’s Good House- 
keeping Seal of Approval proprietary system that is squeezing out 
every bit of waste and duplication and redundancy that there is out 
there; how do we know that it’s really working to the best effect 
that it’s supposed to be? 

Mr. Kucinich. The gentleman’s time has expired, but the wit- 
ness — one of the witnesses may respond if they care to. Anyone? I 
think that Mr. Kennedy raised some important points. In the fol- 
lowup discussions that staff has with the panel, we’ll explore that. 
Thank you, Mr. Kennedy. 

We’re now going to go to round two of questions. Just a little bit 
of housekeeping here. On the last round of questions, I asked Mr. 
Richards for information about his town hall meetings. You know 
about all of our town hall meetings, we want to know about yours. 
And so you have internal town hall meetings. We want your audio 
tapes as well as copies of all minutes of those meetings and all 
memoranda that was discussed at those meetings or actions de- 
cided at those meetings. So you will be hearing from us in an even 
more formal way, but just to understand that we do want that in- 
formation, and I just announced it from the Chair here. 

Now, I want 

Mr. Cummings. Will the gentleman yield? 

Mr. Kucinich. The gentleman will yield. 

Mr. Cummings. Just one quick question. We don’t know whether 
the others have these types of materials. I just was wondering if 
the gentleman was 

Mr. Kucinich. At Mr. Cummings request that we will ask, so 
we’re not singling you out, Mr. Richards, we will ask everybody to 
produce the same information. You may not call them town hall 
meetings, but we will try to find out what it is you have there, try 
to organize your troops on the issue of cost reduction. 

Mr. Cummings. Thank you, Mr. Chairman. 

Mr. Kucinich. I thank the gentleman. 

Mr. Kennedy. Mr. Chairman, in response to the questions I’d 
asked, if all of them could get back to me on actual, tangible rec- 
ommendations as I pointed out to what we can do to standardize 
incentives for them to have widespread standard of option of IT to 
incentivize those savings. 

Mr. Kucinich. I thank Mr. Kennedy. This is not solely an inves- 
tigative subcommittee. We also look for recommendations as to how 
the existing system can be improved. So, as long as we have this 
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system, I would imagine you ladies and gentlemen probably have 
some pretty good ideas. So thank you, Mr. Kennedy. 

Now, Ms. Farrell, let’s talk about Aetna. Aetna’s the third largest 
private for-profit insurer, according to Fortune magazine, but your 
current management returned your company to profitability by 
shedding members. You made bigger profits with fewer premium 
payers; isn’t that true? 

Ms. Farrell. Are you referring to back in the late nineties and 
early 2000’s? 

Mr. Kucinich. That you have made — there is a point at which 
you shed some members, and the profits started to go up; isn’t that 
right? 

Ms. Farrell. There was a point in our history where we were 
as an enterprise not profitable, and one of the reasons — the big rea- 
son why we were not profitable is we had underestimated medical 
costs. 

Mr. Kucinich. I’m sure. That’s exactly the point. So how many 
customers did you have to lose in order to return to profitability? 

Ms. Farrell. I don’t recall. It wasn’t looked at in terms of how 
many members we had to lose. It was looked at in terms of how — 
what is the underlying weight of medical costs and how are we 
going to price appropriately for that in the marketplace. 

Mr. Kucinich. Forbes magazine said you had to lose about 8 mil- 
lion. We’re going to put that article in the record. 

[The information referred to follows:] 
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OutFront 

Aetna's Ron Williams on Health Reform 

David Whelan. 08.24.09, 12:00 AM ET 

On a June evening President Obama was hostirg a Nighttine special at the VWte House on health care. Diane Sawyer posed 
a question to an HU10 executive in the audience, Aetna CWef Executive Ronald Williams. With premiums and profits always 
rising, she asked, is the President right that you- industry needs a new govenwent-run pt*lic plan to be "kept honest"? 

Wiliams smiled and said no. "It's difficult to compete against a player that's also refereeing the game," he said. The President 
then got his turn and muffed the name. "First of all I want to say tli^ Mr. Walters has been very cooperative," he said, going on 
to explain why reform must include a public plan. 

Not. until now, much of a public persona, Wiliams, 59, is taking a surprisingly visible role in arguing for change in the health 
care system. He has met with Obama a half-dozen times (he shrugs off the surname gaffe), has testified four times in front of 
Senate committees this year and participates in shindigs set by the many trade groups for which he’s a director. 

Wiliams' position echoes that of the HMO industry generally: He's against a government-run plan but favors universal coverage 
and forcing insurers to take all comers. He advocates cutting costs by standardizing payments among insurers, doctors and 
hospitals. "I don't meet anyone who doesn’t thiric we should get more people covered," he says, 

But comments like that are drawing the criticism that, white he is now calling lor expanding coverage, his company has profited 
in the past by deliberately covering fewer people. 

Wiliams joined Aetna in 2001 , recruited by his predecessor, John Rowe. Durir^ their run from 2001 to 2006, after which 
Wiliams took over, the company went from losing $266 mHlion to earning $1 .7 billion. The turnaround was mostly credited to 
the decision by Wiliams to dump millions of members who were deemed unprofitable. From 1 999 to 2004 membership fell by 8 
million. Aetna cost "thousands of workers their jobs and millions of other people their insurance coverage," says Wendell 
Potter, a former Cigna executive. Williams responds. 'We wish we had kept every customer," He says that when Aetna raised 
its premiums to cover costs, customers left. 

Williams, who has earned $54 million since he was promoted, says Aetna is "well positioned” for a shift in the insurance 
system. "It's a resi.dt of conscious strategic work on our part.” he says. 

While a public plan would likely damage ali HMOs. Aetna might get hurt the teast because such a plan would mostly scoop up 
small businesses and individuals, not Aetna's huge customers, like Bank of America and UPS. Aetna is only a bit player in the 
ifxjividual insurance market, covering 400,000 out of 18 rrallion. If reformers o'eate some kind of public marketplace in which 
people would buy coverage, Aetna could find new opportursties. by selling to these folks without going through expensive retail 
brokers, the modus operand! of Blue Cross and Blue SNeld plans. Wiliams also never went deep into the Medicare HMO 
business, now threatened with 14% reimbursement cuts. 

in the short term Aetna has bigger problems. The company reported a 28% fall in profit in the second quarter. Aetna's 
actuaries didn't see a rise in claims and priced coverage too low. Aetna now estimates it wilt pay out 85 cents in claims for 
every dollar it receives in premiums. That’s 5% higher than last year. Wiliams says the company is fixing the problem, Barclays 
HMO analyst Joshua Raskin predicts that by next year Aetna will right the sWp-by cutting 600,000 members. 
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Mr. Kucinich. Does Aetna have an estimate of how much ex- 
penses the company avoided by shedding those policyholders? 

Ms. Farrell. I don’t believe it was looked at that way. It was 
looked at relative to 

Mr. Kucinich. Can you determine for us, look at your internal 
memoranda, at your actuarials? You should be able to figure out 
how much money you actually saved by shedding 8 million policy- 
holders? 

Ms. Farrell. I can look at that 

Mr. Kucinich. I appreciate if you look at that. Also, almost all 
of those 8 million people received their health insurance through 
employers, and they lost their Aetna health insurance when Aetna 
raised prices of the group plans beyond what their employers could 
pay. I mean, isn’t that true? 

Ms. Farrell. I say if they left us, it was beyond that which they 
felt was a reasonable premium 

Mr. Kucinich. Thank you. Now, your CEO has spoken publicly 
about the significant investments in sophisticated information tech- 
nology he authorized at the start of his leadership. I assume those 
IT investments helped Aetna identify employers for repricing. So 
I’m wondering, could you tell the subcommittee if Aetna picks em- 
ployers to shed by, for example, the type of occupation, work is per- 
formed? 

Ms. Farrell. No, that’s not the way we would do that. 

Mr. Kucinich. Age in the plan, the age of the workers? 

Ms. Farrell. You’re asking about our underwriting practices? 

Mr. Kucinich. Does your IT system identify people by age, and 
do you pick employers to shed by the age of the workers in the 
plan? 

Ms. Farrell. Our IT system does not identify people by age. The 
way it works is that an employer will provide us with a list of their 
employees and, along with that list would be other requirements in 
order to underwrite, age being one of those. 

Mr. Kucinich. Can you identify how long someone has been in 
the system? 

Ms. Farrell. It would identify how long they have been a mem- 
ber at Aetna, yes. 

Mr. Kucinich. OK. Now, do you pick employers to shed by 
claims histories of the workers in the plan, such as frequency of 
emergency room visits or disease clusters, like cancer? 

Ms. Farrell. Could you repeat your question. I’m sorry? 

Mr. Kucinich. I’m just trying to explore how employers get shed. 
Do you look at claims histories of workers in the plan? For exam- 
ple, if somebody visits an emergency room frequently or there is a 
number of people with cancers, do you make decisions based on 
some of those principles? Are any of those programmed into your 
information technology? 

Ms. Farrell. No, we never drop a member because of an in- 
crease in their medical. 

Mr. Kucinich. Like some, there will be a report that will just be 
spit out that will say, uh oh, cluster of diseases here, cancer, high 
cost, out? 

Ms. Farrell. No. 

Mr. Kucinich. That does not happen? 
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Ms. Farrell. That does not happen. 

Mr. Kucinich. And you don’t screen by location or ZIP codes; or 
do you? Do you screen by location or ZIP codes? 

Ms. Farrell. One of the ways we price our business is to actu- 
ally look at geography because there are significant cost variations 
by geography across the United States. 

Mr. Kucinich. Are those cost variations determined by, among 
other things, epidemiological factors? 

Ms. Farrell. They are determined by looking at the underlying 
costs by geography, and there can be significant variations just 
towns away from one another. So that’s one of the things that we 
do take a look at. 

Mr. Kucinich. My time has expired on this round, but what I’d 
like to do, Ms. Farrell, is so that we can better understand the rela- 
tionship between your information technology and how it serves as 
a tool for decisionmaking, if you could provide this subcommittee 
with a narrative so that we can come to an understanding of the 
relationship between the data that you gather and the way that’s 
used as a tool for your decisionmaking with respect to your cus- 
tomers and whether they will continue to have policies. This would 
deal with shedding, rescissions, even, you know, any use of infor- 
mation technology that would use to shed any of those 8 million 
customers. 

And since we’re trying to be fair to each and every one of you, 
this subcommittee’s going to ask each and every one of you by let- 
ter to provide that information, that with the information tech- 
nology that you have, how does it — does it help you decide which 
customers to shed and how does it do that? 

OK. My time has expired. We are going to go to Mr. Schock. You 
have 5 minutes. You may proceed. 

Mr. Schock. Thank you, Mr. Chairman. You know, I guess in re- 
sponse to some of the concerns raised, I would only say that, you 
know, I think most of us agree — at least I agree — with the com- 
ments that were made earlier that health care premium costs are 
a function of reimbursement rates. And so I think it’s disingenuous 
to compare a government-run plan to a private plan when a private 
plan cannot control for costs and a government plan can. 

In other words, in a truly static system where all reimbursement 
rates are set at a Medicare and Medicaid reimbursement level, the 
system then would be forced to control their costs either by reduc- 
ing quality or reducing options. 

And I think for those of us who share the concern of a movement 
toward a single-payer system, it is clearly focused on the quality 
of the care the patient will receive and continuing the progress that 
this country and its health care system has made over those coun- 
tries with a different plan in terms of the innovation and the tech- 
nology that we have here in our country. 

I can only speak from my experience prior to being in Congress, 
which was in the State legislature in Illinois, and I witnessed first- 
hand what happened in Illinois under then Rob Blagojevich’s 
health care proposal, which was All Kids, which did similar to 
what the Majority wants to do here, which was basically offer 
health care, a government plan, for all kids in the State of Illinois 
regardless of income. 
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I saw firsthand in my legislative office individuals who had chil- 
dren insured, individuals who were duly employed by an employer 
who offered a private health care plan and who opted for the sav- 
ings of anywhere from $50 to $70 a month to take their child out 
of the private plan and enroll them in the All Kids Medicaid reim- 
bursement level health care plan. 

Now, it did two things. No. 1, I’ve got a very poor legislative dis- 
trict, 40,000 voters, 20,000 of them on food stamps. The people liv- 
ing in poverty who otherwise had access to care, their access dried 
up and went away. Today, there is not a dentist in the city of Peo- 
ria, Illinois that will take an All Kids patient. 

Second, it ballooned the deficit within the State of Illinois’ Medic- 
aid program. All Kids program. We are now 9 months late in our 
reimbursement levels. 

So I would just throw this out there as a case-in-point example, 
a microcosm in our country where we have tried a similar option, 
a competition if you will, against private insurers. 

Second, and to that point I just don’t — I don’t buy the concept 
that the solution to greater quality, greater access, and lower costs 
is the Government. 

To that point, though, I think we need to do a better job of pro- 
viding — if we understand we’re trying to control cost, if everyone 
accepts the fact that health care premiums rising are making it 
more difficult for businesses to provide health insurance, for indi- 
viduals to provide health insurance, how do we lower the health 
care premium costs? Are we going to have to lower the request for 
services or the rates that we’re paying back? 

My question to you would be, how do we give those tools to the 
consumer? Because it’s my view right now, as consumers, if I have 
a private-pay health care plan, whether it’s provided to me as an 
individual or whether it’s provided to me by my employer, I don’t 
have the tools necessary — there’s not a lot of competition. I’m di- 
gressing a little bit. 

But there’s a lot of talk about health insurance being compared 
to automobile insurance. The biggest difference I see in automobile 
insurance is that if my car gets in a wreck I’m going to do one of 
two things. I’m going to go around and I’m going to get probably 
two or three estimates, not because I’m going to pay for out of 
pocket, but because I know when I turn in my automobile ex- 
penses, my automobile insurance rates are going to go up. That 
connection doesn’t seem to be there — while it’s true, that connec- 
tion doesn’t seem to be in the mind of the patient as he or she ac- 
cesses the health care system. 

So what tools can you in the insurance industry give to consum- 
ers, how can we look at maybe reforming the way in which people 
buy their health care, not the premium, not the premium, but rath- 
er, the actual service, how they buy it — and I understand you can’t 
do it in emergency care. But if I go in — I live in a relatively large 
city, 150,000 people. A lot of places offer MRIs and each one of 
those locations charge a different rate. Yet that information is not 
readily available to me as a consumer. 

I think that is a part and parcel to us of doing a better job of 
controlling the costs that go and drive up health care premiums. 
So if you could answer that question I would appreciate it. What 
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are you doing now and what could we be doing to give those tools 
better to consumers? 

Mr. Kucinich. The gentleman’s time has expired, but the wit- 
nesses can answer the question. Thank you. 

Mr. Sassi. Congressman, I can answer that from my company, 
WellPoint. Several years ago, we embarked on a journey to increase 
the transparency so that consumers could more easily compare the 
prices of commonly used services within their geographic area; be- 
cause you’re right, there is a large disparity between an MRI in 
one part of the city and another part of the city, a cost for com- 
monly — knee replacements in one part of the city versus others. 

So we created Anthem Care Compare, which is a Web site that 
identifies the top 34 elective-type procedures and a member can go 
into that Web site, type in their ZIP code, and it will identify dif- 
ferent providers within the area and the costs associated that 
would be charged by the different facilities for those areas. Plus, 
we try and tie in as much quality — publicly available quality infor- 
mation that is available to members, so that if you’re considering 
having your knee replaced at a certain facility, how often do they 
do that procedure and what is the success rate, what is the read- 
mission rate for that? 

We have rolled that out in many of our markets across the coun- 
try, and actually we’re now providing that service to many 
BlueCross BlueShield plans across the country. So that’s one exam- 
ple of how we can increase the transparency. 

Mr. Richards. Congressman, you mentioned MRIs, which is a 
great example. In some geographies the cost of an MRI can vary 
by 100 percent or more depending on where you go. At CIGNA, 
we’ve provided the cost of MRIs on our Web site so individuals can 
go and look it up. The vast majority of the health care providers 
that work with us allow us to do that. There are some that do not 
allow us to show the transparency, but the vast majority do, and 
it does help. 

The other thing I would say is — along the lines of tools, you need 
to provide the incentives to individuals. One of CIGNA’s customers 
is Safeway, and I think they’re a marvelous example of a company 
that has worked with CIGNA to both increase the cost and quality 
transparency — because it’s not cost of areas but quality of areas as 
well — among their employees so they can get the right care, get it 
at the most efficient price. They also incentivize people for appro- 
priate behaviors, whether that’s not using tobacco or exercising be- 
cause, at the end of the day for Safeway, if you have a healthier 
employee, it’s also going to be a lower-cost employee. 

Mr. Kucinich. I thank Mr. Schock for his presence here, and if 
you have followup questions, you want to put them in writing, we 
will make sure that they will go through the committee. We sup- 
port your request. 

You know you brought up that issue — I just want as Chair just 
take a little bit of your pointing out that, you know, when you 
brought up the issue about car insurance and compared to health 
insurance, I mean that’s one of the debates right now. And just 
what occurs to me is that if you wrecked your car, you get a new 
car. If you wreck your health, you’re dead, you know, unless you 
believe in reincarnation. 
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Mr. Schock, thank you. 

Mr. Schock. Thank you. 

Mr. Kucinich. The Chair recognizes Mr. Cummings. 

Mr. Cummings. As I was sitting here listening to you all, I was 
saying to myself, boy, they sound real nice, I mean it sounds like 
everything’s rosy, and you know, when — it’s amazing, the people 
who sat here yesterday made us — I mean said some things that 
were very, I thought, I felt, very damaging to the — to what you all 
do every day. I’m not talking about you all individually, of course. 

And the thing I guess that I’m just sort of wondering about, they 
made a big deal of this whole denial of claims. And I specifically 
asked them the question about whether they felt that things were 
worse or better since the Clintons tried to get through health care 
reform, and they said that they were far worse with regard to de- 
nial of claims. 

And so, Ms. Farrell, I’m going to go to you because I — for one 
reason because you had said something that interests me. You had 
talked a little bit earlier about claims, that there were no — there 
was no one — that only — maybe it was several of you who said only 
doctors deny claims; is that right? So you all were telling me that 
there are no other nonmedical people who make decisions that a 
person cannot get a certain treatment paid for; is that what you’re 
telling me? 

Ms. Farrell. Just to clarify, what I said was that there are no 
medical decisions or no medical denials that are made by somebody 
who is not a physician. You can deny a claim for a nonmedical rea- 
son, and that decision can be made, obviously, by a nonclinician. 

Mr. Cummings. And I take it that those kinds of decisions are 
made every day, are they not, by nonmedical people? 

Ms. Farrell. Nonmedical decisions, yes, can be made by non- 
medical people; but if it’s medically related, it is made by a physi- 
cian. 

Mr. Cummings. And so a claim is for services — I just want to 
make sure our definitions are right again — services already ren- 
dered; is that right? A claim is normally for something — I see you 
shaking your head, Mr. Bloem; is that right? 

Mr. Bloem. I think that we are as a group here struggling with 
what the definition of a denial of a claim is. To me, a claim, when 
I cited what the survey said about us, a claim — there are basically 
three kinds of claims, and the first kind has been really enunciated 
here quite well. That’s when you get a duplicate claim. That’s when 
you’ve rendered service, as you said, and then you get a claim that 
comes in, and then another claim comes in and you probably paid 
the first one. 

In the denial rate, in the numbers I cited, the 5.7 that we have 
and the 5.4 that we have and the 8.7 that Medicare Part B has, 
in those claims, the biggest cause of that is duplicate claims. 

The next kind of claim is for experimental or investigational 
where there wasn’t any preauthorization, which was also discussed 
earlier. 

And the last kind is where the employer has not — has through 
the policy terms decided we are not going to cover that kind of a 
claim, that kind of a process, that kind of a procedure. 
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Now, the other thing that we’re struggling — when you are asking 
questions, I believe you’re also talking about coverage determina- 
tion; other people have coverage in advance of when services are 
covered. 

Mr. Cummings. Yes, OK. I’ve got to ask you this. I understand 
a person can have their treatment preauthorized and even get a 
preauthorization number, get treatment and still the payment for 
that same procedure may be denied; is that true? 

Mr. Bloem. In a coverage determination, there’s an initial deci- 
sion made about whether this procedure is covered, and that, in 
our company, like in the case of Ms. Farrell’s company, that’s done 
on a denial of coverage, is only for medical reasons, is only done 
by a licensed board-certified medical director. 

Mr. Cummings. And so none of you all, then, nobody up here has 
anyone who denies a person treatment, in other words that’s — in 
other words, how many of you all deny folks, if any of you have 
people who you give bonuses to or give financial incentive for a de- 
nial of treatment? Nobody. 

Mr. Bloem. I answered before, neither, none. 

Mr. Cummings. No, OK. I just think that based upon the testi- 
mony that we got yesterday, the testimony was clear that there are 
many, many instances where insurance companies are basically in- 
tentionally — and you may call it coverage, you may call it claims, 
whatever — holding back decisions and literally waiting for certain 
things to happen and, sadly, in some instances, death, and then, 
you know, and the person is denied one way or the other. So as 
the chairman said, here — different with an automobile — a person 
dies, and that’s a sad, sad situation. 

Mr. Kucinich. The Chair recognizes Mr. Conyers. You may pro- 
ceed for 5 minutes. 

Mr. Conyers. Thank you for your generosity. Chairman 
Kucinich. 

Ms. Farrell, are you aware of the report from Health Care for 
America Now, on July 15th, that reported that profits at the 10 
largest publicly traded insurance companies was 428 percent from 
2000 to 2007? 

Ms. Farrell. I am not aware of the specific report that you’re 
referencing, but Aetna’s profits — for every dollar we take in, we pay 
about — we make about 5 cents in profit, pay about 84 cents in med- 
ical claims. 

Mr. Conyers. Well, what about you, Mr. Richards, are you aware 
of this report? 

Mr. Richards. I’m not aware of that report. I do know that if you 
look at CIGNA’s total profits globally, we make about $1.66 per 
customer per month. 

Mr. Conyers. I see. Mr. Sassi, have you ever heard of this state- 
ment? 

Mr. Sassi. I am not aware of that report either. 

Mr. Conyers. OK. And Ms. Reitan, you must have heard about 
this. 

Ms. Reitan. I have not heard of it, and we wouldn’t be in there 
because we’re a noninvestor-owned company. 

Mr. Conyers. Well, I know Mr. Collins has. 
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Mr. Collins. As a matter of fact, Chairman Conyers, I’ve seen 
that report in the newspaper and I believe it’s just — it’s somewhat 
deceptive in the way it’s framed. There’s been an enormous amount 
of growth among the top companies, and it’s simply adding up the 
gross profits of companies as they’ve grown over time. So there’s 
a larger share of profitability today in those top companies than 
there was 10 years ago, but that doesn’t mean that profits have 
grown per member, per unit of business, per customer. It — one nec- 
essarily doesn’t flow from the other. It’s a function of the size. 

Mr. Conyers. Mr. Bloem, you know about this, don’t you? 

Mr. Bloem. I’m not familiar with that study, but let me comment 
on my company. 

Mr. Conyers. Wait a minute, I don’t want you to comment on 
your company. You’re not familiar with the statement? 

Mr. Bloem. I’m not familiar with — I’m not familiar with the 
study or the statement. 

Mr. Conyers. OK. Well, how long have you been in the business? 

Mr. Bloem. I’ve been at my company since the beginning of 

2001. 

Mr. Conyers. OK. Have you ever heard of Health Care for Amer- 
ica Now? 

Mr. Bloem. No, I’ve not. 

Mr. Conyers. OK. Well, let me ask you this question. Are you 
familiar with a recent study of the American Medical Association 
that 94 percent of the insurance markets in the United States are 
highly concentrated? 

Mr. Bloem. I’m not. I would 

Mr. Conyers. You’re not familiar? 

Mr. Bloem. I’m not familiar generally with those statistics, but 
it’s not an unfamiliar statistic that in terms of some markets don’t 
have a lot of competition, but most markets have much competi- 
tion. Excuse me. 

Mr. Conyers. Well, do you contest this finding of the AMA? 

Mr. Bloem. I don’t know enough to contest or affirm. 

Mr. Conyers. OK. Well, let’s go down the line again then. Ms. 
Farrell, you’re a student of the — I know you subscribe to AMA jour- 
nals; you’ve heard of it. 

Ms. Farrell. I’m not aware of that specific study. 

Mr. Conyers. You’ve never heard of it. Richards, you never 
heard of it? 

Mr. Richards. No, I have not. Congressman. 

Mr. Conyers. Well, let me just ask to save time: Has anybody 
ever heard of it? Has anybody ever heard of the AMA? 

Mr. Bloem. Yes. 

Mr. Richards. Yes. 

Mr. Sassi. Yes. 

Mr. Conyers. All right. Well, let me — let me ask you about this. 
Have you ever heard of the statement that’s been made public, and 
to my knowledge never contested, that the 10 largest companies in 
health insurance, the CEOs’ compensations total $118.6 million, an 
average of $11.9 million per CEO? 

Now, let’s save some time. Anybody ever heard of that before? 
Nobody? Well, do you want a citation for it? Not particularly. OK. 



129 


All right. Let me ask you this, Ms. Farrell: What is your annual 
compensation per year? 

Ms. Farrell. My annual compensation is something that is very 
private to me and something that I would he happy to submit 

Mr. Conyers. You don’t want to tell me; is that what you’re say- 
ing? 

Ms. Farrell. I’m saying that I consider my compensation to be 
very private and that I would be happy to submit it to the commit- 
tee in writing. 

Mr. Conyers. But you don’t want to say it publicly? 

Ms. Farrell. No, because I do consider it to be private. 

Mr. Kucinich. Mr. Conyers, before you came, we asked the wit- 
nesses to submit information about their compensation in writing, 
if they choose not to answer at this committee meeting, but they 
will present it to us in writing. 

Mr. Conyers. OK. 

Mr. Kucinich. We can still get that information with their agree- 
ment. 

Mr. Conyers. Last question. Does anybody here — I’ve never had 
a hearing with six executives of health insurance who were all on 
the same panel. This is a new experience for me. Do any of you 
want to tell me what your annual compensation is, just for the 
record, without having to submit it in writing? 

Mr. Kucinich. If the witnesses care to respond, you can do that. 
If you don’t, we certainly want you to submit that in writing. 

Mr. Conyers. What do you want to tell me, Ms. Reitan? 

Ms. Reitan. I’ll tell you I make $728,000 a year in salary. 

Mr. Conyers. OK. I thank you for that. And what did you want 
to tell me, Mr. Bloem? 

Mr. Bloem. My compensation is $545,000 a year. It’s a matter 
of public record. 

Mr. Conyers. Sure, and I thank you for that. And what do you 
want to tell me, Mr. Sassi? 

Mr. Sassi. I’d be happy to provide it in writing but it’s a privacy 
issue. 

Mr. Conyers. It’s what? 

Mr. Sassi. I consider it a privacy issue, and I’d be happy to sub- 
mit it in writing. 

Mr. Conyers. OK. 

Mr. Kennedy. Would you yield? 

Mr. Kucinich. Before we go to Mr. Kennedy, I just want it un- 
derstood that you have agreed to submit this information to the 
committee. As long as we have that agreement, that’s fine. You can 
choose to answer the question now or you can choose to answer it 
in writing. It’s really your choice. 

Mr. Kucinich. So, Mr. Conyers. Mr. Kennedy, 

Mr. Kennedy. I just to yield, just to be happy, John was bringing 
up a point. I think folks here just are obviously just working in a 
field that’s perfectly legal and set up by our society to earn what 
they’re doing and there’s nothing wrong with that. 

I think what is wrong, as the gentleman’s trying to point out, is 
that last year the head of CIGNA earned $11 million. Now, if 
you’re going to talk about where that money’s coming from, it’s 
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clearly coming from denied claims. The head of the UnitedHealth 
Group earned $9.4 million. Now, these are public records. 

So you don’t have to ask. They’re nice to — I’m sure they love to 
be called senior executives; but frankly, John, I think they hope to 
be senior executives at those kinds of pay scales, but they’re I’m 
sure not at that level yet. 

But the point is, we are trying to make the point that the indus- 
try is allowing for these kinds of exorbitant pay at the very top, 
which just begs the question, it’s an allowable industry in our coun- 
try. But we need to know, you know, kind of what is this a matter 
of where these dollars are coming from when people are paying 
these premiums and people are getting rejected for health care, 
how are these compensations so exorbitant? 

So I appreciate the questions you’re asking. I also understand 
the fact that these individuals here have every right to say or do 
what they’re, you know, doing because they’re in an industry 

Mr. Kucinich. If I may, Mr. Conyers’ time has expired. However, 
we will now go to you, Mr. Kennedy, if you want to yield any time 
back to Mr. Conyers. You can proceed for 5 minutes, and we’re 
going to go one more round after that, and then we will be done, 
because I know everyone here is trying to catch your planes. 

Mr. Kennedy. Well, I would like, Mr. Chairman, to go back to 
this whole idea of how we’re — if insurance has thus far not gotten 
around to figuring out ways to help the government or the society 
change reimbursement reform, if we’ve known for years that our 
system is upside down, that all we pay is for sick care rather than 
health care, if there are simple ways for us to keep people from 
being frequent flyers in our emergency rooms, if we just did X, Y 
and Z, and that that would lessen the pressure on you as insurers 
to charge your customers exorbitant premiums, then why haven’t 
you in your industry taken upon yourself to be the biggest advo- 
cates for insurance reform over the last 20 years? 

And furthermore, what I don’t get is that back home, like most 
of my businesses for the most part are passive when it comes to 
their insurance premiums. They let their insurer — insurance car- 
riers kind of dictate to them. They said, oh, here’s your premium 
this year. And in fact, it’s the insurance companies that work for 
the company that they are, you know, subscribing for and they’ve 
been hired to do their policies for. 

And so I just don’t for the life of me understand why, if it’s in 
the interest of their client to reduce premium costs and so forth 
and health — why insurers in this country haven’t been at the fore- 
front of this health care debate saying, listen, we’ve got — here are 
the ways we can restructure the healt^h care market based upon a 
capitalist system whereby it pays to have better care at reduced 
costs. 

That’s what I can’t figure out, Mr. Chairman. If this is really 
about making money, we know there’s plenty of money to be made. 
Why can’t they build a better mousetrap to make money and also 
save — save money and give us the answers? You know, we’re just 
trying to do what I think is consistent with what they’re trying to 
do, and that is lower costs and build quality. They’re the experts. 
They keep saying they’ve got all the innovation because they’re in 
the private sector. Then why aren’t they giving it to us? 
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Why do I have to sit up here and ask about things that I frankly 
am not all that educated about, because my staff person puts it in 
front of me, and they’re going to promise to get back to me on 
value-based streamlining and engineering. That cannot apply to 
health care. 

You know, all of these kinds of things that we’re going to have 
to try to put in law so as to enforce insurance companies to bring 
their costs down, why do we have to put that into law? I’m sure 
they don’t want to be regulated anymore than they are being regu- 
lated. 

So tell us why — ^because we’re being pressured to bring our defi- 
cit down. We’ve got this enormous deficit. It’s going to swallow all 
our future dollars, our taxpayer dollars. Our taxpayers are going 
crazy because they’re getting on our tail for having a big deficit, 
and what we are trying to do is respond to them and say health 
care is one of the biggest financial nuts our country has going for- 
ward. 

So we’re asking you to help us because one way or the other, 
money’s going to get — have to be streamlined, and it’s a question 
of whether it’s going to be done at the expense of our consumers, 
which we don’t want, or it’s going to be done efficiently and with 
quality in mind so that people don’t get their health care cut just 
because we haven’t been on the forefront of making the right deci- 
sions policy-wise that allows them to continue their health care in 
the most efficient way possible. 

Maybe you could comment on why you don’t think — you guys 
have been ahead of the game in terms of getting better reimburse- 
ment reform prior to this year — why does the Government have to 
do all this incentivizing for health rather than sick care? Why are 
we the ones that have to do this? Why haven’t you been out there 
for years doing this stuff? 

Mr. Richards. Congressman, I’d love to respond to your ques- 
tion. First of all, I think there are some things that we can do indi- 
vidually. Certainly, at CIGNA we do several things to improve the 
health of our customers. 

For instance, we have a gaps-in-care program where we monitor 
for evidence-based care to identify if our customers aren’t getting 
the care they need. For instance, somebody who has recently had 
a heart attack, who is not on the proper medication, a beta blocker. 
By mining that data, we can then outreach to that individual’s doc- 
tor and to the individual and say, shouldn’t this person be on a 
beta blocker because medical evidence would say that for most peo- 
ple that’s appropriate and if they don’t take that drug they’re much 
more likely to have an heart attack. So that’s an instance where 
we are using technology and our people to actually increase phar- 
maceutical claims for the better health of the individual. That’s 
something we can do and do do today. 

Relative to your payment reform question, again, CIGNA is 
working with a variety of health care professionals. I referenced 
Dartmouth-Hitchcock in New Hampshire. We’re actually working 
with five other entities around the country for payment reform 
where we have a patient-centered medical home, where a primary 
care doctor can coordinate the care because it is a complex system. 
If somebody is very sick, they tend to need a lot of different doctors. 



132 


and having that primary care person look after the care is very im- 
portant. A lot of primary care doctors can’t afford to do that today 
because the reimbursement rates that Medicare and private insur- 
ance pay them, it’s very tough for them to be able to do that. 

So medical home is a promising pilot that we’re trying where 
we’re paying extra money to those primary care physicians to allow 
them the time to help coordinate the care. So I think there are 
things we can do individually. There are thing we can do in part- 
nership with health care professionals, the doctors and hospitals, 
and then I think there are things that the government needs to 
help on as well. And CIGNA and the industry have definitely sup- 
ported reforms for a variety of things that we mentioned at the 
committee today. 

We really need government to work with us to help enact some 
reform as well. We look forward to working with you on this de- 
bate, Congressman Kennedy. 

Mr. Kennedy. My point is that medical home we’ve known for 
a long time works. Why are we piloting it? I know it’s what we’re 
piloting in the legislation, but we’re only doing it because we’re 
slow- walking something that we know works. It’s been dem- 
onstrated over and over again. It makes so much common sense. 
It’s like this whole trigger thing. We’re doing what is inevitable, 
but it’s going to take us an extra 4 or 5 years before we take the 
whole medical home thing to scale, because we’re just — too many 
financial interests that we’re going to have to tiptoe around in 
order to get this thing implemented. 

But if you guys stood up and said, hey, we all know medical 
homes are about making more efficient, giving the primary care doc 
and gatekeeper more time to help coordinate care because 80 per- 
cent of the dollars are spent on 20 percent of the people. They’re 
the chronic users. They’re the highest users of health care. That’s 
where we can get the most money. Let’s do it, boom, let’s go. What 
are we slowing down for? 

The reason we’re slowing down is because there is this inertia 
out there because everybody is trying to protect their piece of the 
turf, and we wouldn’t have that if insurance was more proactive. 
It’s in your interest to be more proactive because at the end of the 
day we’re going to hit the wall, and when we hit the wall, everyone 
else who is well off is going to be fine. It’s the people in the middle 
and the bottom who are going to be hurt. 

Mr. Kucinich. The gentleman’s time expired quite a while ago. 
But I tell you, I think everyone in this room and everyone watching 
knows how important what you just said is. And they’re wondering 
if there’s any response to — does industry care to respond to what 
Mr. Kennedy said? Anyway, what he’s providing is a wake-up call 
here. Does anyone care to respond? We’re going to have one more — 
Mr. Kennedy, we’re going to have one more round after this and 
we’ll wrap it up. But does anyone want to respond to Mr. Kennedy? 

Mr. Collins. Chairman Kucinich, we’ve submitted — and we’ll 
send it for the record — proposals that we circulated with the ad- 
ministration and Capitol Hill of $500 billion of potential savings. 
I won’t 

Mr. Kucinich. Over what period of time? 
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Mr. Collins. Over a period of time from 2010 to 2019, and we’ll 
submit this report to the committee as part of the record. 

Mr. Kucinich. How much was that again? 

Mr. Collins. It was $540 billion, sir. 

Mr. Kucinich. OK. That would be helpful, and anyone who 
wants to submit similar information, so ordered, and we appreciate 
you doing that. 

I just want to say that as we go to the final round of questions 
here. I’m sure that the insurance company executives who are here 
recognize that everything’s changed with respect to health care in 
America. You are facing a totally new environment than when you 
started your careers in health care: 47 million people uninsured, 
another 50 million underinsured. 

As you know, many people are losing everything they have be- 
cause they can’t afford to pay their hospital bills, and many of 
those people had insurance. And so today we’re talking about this 
business model, but we also have to understand — you get respect 
for your being here, but we also have a great understanding of your 
position and your political power. 

Let me give you an example. The insurance companies are so 
powerful that you were able to take H.R. 676, Medicare for All, 
well off the table right at the beginning of the discussion, for either 
party, not just one party or another. Both parties took it off the 
table. There’s 85 Members of Congress that have signed on to it. 
It’s a bill that Mr. Conyers and I drafted — 86, thank you. 

But the point is that you are able to exert your influence, and 
some of the reasons you’re here today, I mean very clearly clashes 
with your business model. We understand that you’re very influen- 
tial here. 

Based on your influence, we’re seeing the so-called public option 
which will provide some competition — we understand you feel it 
wouldn’t be productive. But based on your influence, the public op- 
tion looks like it is going to be very difficult to get into a final bill. 
And of course, the industry has had an influence in shaping issues 
such as triggers and co-ops. 

What Mr. Kennedy had to say I think is so important, and where 
Mr. Kennedy’s comments lead to is that you should be thinking 
about the fact that the business model that you have could end up 
being — could end up killing the goose that laid your golden egg. 
You may be reaching an end point as to how much medical loss 
ratio you can go before people start to say, what’s going on here? 
How far can your executives go, making millions of dollars a year, 
while claims are being denied — you may say there’s no connection, 
but the public does make a connection. 

And look at where we’re headed toward. This is where your pres- 
ence here is not a small matter. We could very well be headed to- 
ward a condition where health care reform in America is really a 
form of a continuation of what I call insurance care, whereby the 
food and well-being of people, according to CBO, will potentially be 
covered by H.R. 3200. 

Without a public option, 32 million people will be pushed into 
private plans. They have to choose among private plans, and if they 
don’t do that and they don’t choose and they don’t pay, they could 
be penalized. Extraordinary. But with that kind of power, I would 
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hope you start to think about a different model of business and so- 
cial responsibility. I’m not lecturing you. I’m just sharing some 
thoughts. 

The insurance industry, because of changes in the global climate, 
is due to take enormous hits, particularly in coastal areas over the 
next 40 years. We should all be working together, but on health 
care, you may eventually want to think about what it’s going to be 
like when you wind down your health care products because, frank- 
ly, Mr. Chairman, I think sooner or later, whether it’s this decade 
or another decade, you’re moving toward a condition where more 
people are going to be uninsured, more people will be under- 
insured. Premiums, copays, and deductibles are going to be out of 
the reach of more and more Americans, and they’re going to put 
it on you, and you know that. 

And so you know, I didn’t call you in front of this committee 
today to embarrass you. That’s not my intention at all. We need 
to get information about how your business model works, because 
people really need to understand that. We understand you’re not 
charitable organizations. That’s not why you were formed. You’re 
responsible to shareholders; we understand that. If your medical 
loss ratio changes too significantly. Wall Street will punish you; we 
understand that too. 

The question is, is this business model sufficient to provide 
health care to American people at costs that’s affordable? There’s 
a collision here, and you happen to be at that time and place where 
this collision is happening. 

I’m going to ask one final question as I wrap up my time here. 
Yesterday we received testimony from Erinn Ackley of Montana. 
Erinn’s father, William Ackley — and his obituary is part of the 
record — had a request for bone marrow transplant and that request 
was denied coverage on four separate occasions, causing a delay of 
126 days in his cancer treatment. He ended up dying from the can- 
cer. 

Now, Erinn Ackley told this committee that had he been enrolled 
in Medicare he would have received his bone marrow transplant 
right away. And Government-run Medicare provides primary 
health insurance to most senior citizens, has developed standard- 
ized forms, and standardized fits, with administrative costs that 
are a fraction of yours as percentage of revenues. 

Now, I’d just like to go down the line and answer this question. 
Isn’t it true that your reason for not adopting Medicare’s coverage 
standards as your own is that you could not deny payment for ex- 
pensive treatments such as the one I just referred to? Mr. Collins. 

Mr. Collins. Chairman Kucinich, I can’t answer that question. 
I’m not familiar with the Medicare guidelines. That would have 
been something appropriate for our chief medical officer to discuss. 

Mr. Kucinich. Mr. Sassi. 

Mr. Sassi. Like Mr. Collins, I am not familiar with it. 

Mr. Kucinich. Ms. Farrell. 

Ms. Farrell. Same, Mr. Chairman, I’m not familiar either. 

Mr. Kucinich. Mr. Bloem. 

Mr. Bloem. Nor myself. 

MR. Kucinich. Mr. Richards, can you answer that? 
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Mr. Richards. No. Our chief medical officer actually used to be 
the chief medical officer for CMS, Dr. Jeffrey Kang. Had he been 
here today, I’m sure he could have answered it. 

Mr. Kucinich. Thank you. But I’m glad that you’re here because 
I got a chance to ask you about your town hall meetings, and I’m 
really interested in that. So thanks for being here, Mr. Richards. 

Ms. Reitan. 

Ms. Reitan. I’ve got the same problem that everyone else men- 
tioned. One of our chief medical officers could have answered that 
question. 

Mr. Kucinich. See, I mean, you know, you may not be as famil- 
iar with the Medicare standards — and I’ll accept that answer — ^but 
I think you understand why I asked the question; and that is, we’re 
trying to get to the genesis of the business model here: How do you 
make money? 

Many Americans believe that insurance companies make money 
not providing health care; that your first obligation is to the stock- 
holders or shareholders, and then you have an obligation some- 
where down the road to the people who are your policyholders. You 
have to have some obligation. You do pay, you said you have. You 
have a pretty good batting average on a lot of that. And when you 
get into the mechanics of analyzing it, it will raise some questions 
which is what we did today. 

Mr. Conyers, you have 5 more minutes for questions, or do you 
wish to 

Mr. Conyers. I’m so nearly exhausted, Mr. Chairman, I hardly 
have anything else to say, but to thank you for this meeting and 
to thank our witnesses for holding up. 

But you know, it’s been made public, but the American Medical 
Association has sort of come out for the Obama approach. You all 
have heard about that, have you? No? Yes, no? OK. You don’t know 
if the AMA is with Obama or not? 

What about your companies? Have your companies said anything 
one way or the other about Obama’s strategy of health reform? 
Anybody? You don’t know? Yes, sir. 

Mr. Richards. Congressman, CIGNA has come out, as have 
many others in the industry, in support of many aspects of the 
President’s plan. 

Mr. Conyers. OK. Let me put it more delicately. Are there parts 
of the Obama H.R. 3200 approach that your company is for and 
there are other parts you may not be in full accord with? Is that 
about fair? Everybody shakes their head. There are parts you can 
go along with and some parts — obviously public option is not one 
of your favorite parts of the bill, however it may appear, but there 
may be some other things. But there are things you like. 

Mr. Richards. Congressman, there are many things we like, yes. 

Mr. Conyers. Pardon? 

Mr. Richards. There are many things we like, yes. 

Mr. Conyers. Well, thank you. Let me just ask you about the 
Baucus bill. You’ve got a reaction. Did he make a little impression 
on you, or somewhat favorable? How does that resonate with your 
companies? 
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Mr. Richards. Congressman, just from CIGNA’s standpoint, I 
know that Senator Baucus just came out with it, and we’re still re- 
viewing the details of that bill. 

Mr. Conyers. Yeah, but so am I. I mean, we all got the news 
at the same time. It’s been on television, newspapers, commenta- 
tors, doctors, come on. I mean, how long do you have to — how much 
study 

Mr. Richards. Congressman, my understanding is there’s no leg- 
islative language actually that’s been shared yet; but again, we are 
studying what has been released. 

Mr. Conyers. Really? 

Mr. Richards. That’s my understanding, yes. 

Mr. Conyers. He’s been preaching about his bill and copying 
headlines all over the place. You say there’s been nothing specific. 
There’s a bill out that’s got the chairman of the Finance Committee 
of the Senate. 

Well, I tell you what, could you — I know you’ve got a lot of as- 
signments coming here today. Could you let me know when you — 
when your companies have examined it sufficiently to let me know 
what you think of it? 

Mr. Collins. Absolutely. 

Mr. Conyers. OK. All right. Thank you very much. 

Now, finally, we had testimony in the Judiciary Committee, 
under subcommittee Chairwoman Linda Sanchez, from doctors that 
there were 1 million medical bankruptcies in the United States; 
that is, personal bankruptcies caused by medical bills. Ever heard 
of that? Nobody’s heard of that. OK. Well, I can’t — I can’t ask you 
to comment on that. 

Let’s do it hypothetically. If you heard it and learned about that, 
would that cast some concern on you about the problems that indi- 
viduals are going through when the largest cause of individual 
bankruptcies in the United States are due to medical bills that peo- 
ple couldn’t afford? You’d be concerned? Well, may I send you some 
things? You’re sending us a lot of things; can I send you some more 
information about that subject? OK. 

Thank you, Mr. Chairman, for your generosity. 

Mr. Kucinich. I thank the gentleman. Finally, Congressman 
Kennedy, you may proceed for 5 minutes. 

Mr. Kennedy. Thank you, Mr. Chairman. Thank you for holding 
this hearing, Mr. Chairman, appreciate it. 

Thank you all for your patience this afternoon during our ques- 
tions, and looking forward to getting responses to the ones I asked 
earlier. 

I would ask all of you if you would just give me affirmative in 
terms of working with my office in closing a loophole that appeared 
in last year’s Wellstone-Domenici Mental Health Parity and Addic- 
tion Equity Act bill. We applied it to all insurers for mental bene- 
fits. It seems as though college students’ health insurance plans do 
not have — it’s not applicable to college students’ health care plans 
because students are not technically employees of the university. 
So the bill talks about this as covering employee-based health in- 
surance plans. So you see the wrinkle there. 

And as a result, since students aren’t considered employees, 
they’re not subject to the requirement — although the insurance 
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companies who insure students aren’t subject to the requirement 
for parity and because suicide amongst kids is the third largest 
cause of death, I would ask all of you now, would you be willing 
to work with me to close that loophole in this health bill with lan- 
guage that ensures that the spirit of the law that’s applying to all 
of you for every other health insurance plan is — ensures that kids 
who need it the most get that coverage as mandated under the 
Wellstone-Domenici parity bill. 

Mr. Collins. Yes, sir. 

Mr. Sassi. Yes, sir. 

Ms. Farrell. Yes, sir. 

Mr. Richards. Yes. CIGNA strongly supported the Domenici- 
Kennedy bill, and we’d be glad to work with you to close the loop- 
hole. 

Mr. Kennedy. OK. That would be great. William Gardner in my 
office, if you could be in touch with him. We’re just trying to make 
sure we get that facilitated in this bill so that the kids don’t get, 
you know, disrupted in their health insurance coverage. 

Obviously, I have a lot of other things but want to make sure we 
tidied that up. Thank you, Mr. Chairman. 

Mr. Kucinich. Thank you very much, Mr. Kennedy and Mr. Con- 
yers, for remaining. 

This has been a hearing of the Domestic Policy Subcommittee of 
the Oversight and Government Reform Committee. We have gone 
over 3 hours now, and the witnesses have been much appreciated 
and your presence here. 

The title of today’s hearing. Between You and Your Doctor: The 
Private Health Insurance Bureaucracy: I feel, as Mr. Kennedy just 
implied, that we barely scratched the surface here, but I hope that 
the witnesses understand and hope that you feel that this commit- 
tee has treated you fairly. There’s no brow-beating here, there’s no 
trick questions, there’s no attempt to try to force you to give an an- 
swer over something that you’re not ready to do at this moment, 
and that’s the way we’re going to continue to proceed. 

We are a fact-finding investigative subcommittee. We’re going to 
continue to try to get information from the industry so that we can 
understand your business model a little bit better. 

And while I have tried to conduct these hearings in an impartial 
way, away from these hearings I’m a very strong advocate of the 
bill that I wrote with John Conyers, but I don’t let that interfere 
with the conduct of this meeting. I want to make sure that you’re 
given a chance to put your point of view on the record. And so 
while you’re treated fairly here, we’re hopeful that you’re going to 
treat — treat the American people fairly. 

And I think as we move forward this issue of awareness, Mr. 
Conyers is going to send you some information. I think this is a 
time we can become more aware of your business model and you 
can become more aware of why we have such great concerns and 
why there is a national movement right now to really move away 
from the model that you have spent your life building. 

So it’s a great time for this debate in the country. Health care 
ends up being a flashpoint, you know this: people losing their jobs, 
their homes, their retirement security, their investments. And 
we’re right at the point where it’s a flashpoint. So let’s see if there 
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is a way that we can find to best serve the American people. That’s 
why we’re in Congress, and I hope that’s what you’ll conclude is a 
good purpose to be in business. 

I’m Congressman Dennis Kucinich, Chairman of the subcommit- 
tee. This committee stands adjourned. 

[Whereupon, at 5:26 p.m., the subcommittee was adjourned.] 

[Additional information submitted for the hearing record follows:] 
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Fi ctional Example 




SmartSummary- 

Your personal health 
finance and benefits statement 


HUMANA. 

Statement period 

September 1, 2006 co November 30, 2006 - 1st Qtr 

Member ID 
98765432! 01 

Member Name 
Jane Doc 

Group ID 
123456 



Welcome to your personal health finance ami 
hcncjits statement. 

Your new SmartSumniaiy statement helps you better 
understand how your health plan works, how to get the 
most value from your plan, and plan for future healthcare 
spending. This statement includes: 

• Your medical and prescription claims 

• Savings opportunities 

• Health resources 

• Available wellness programs 

• Pci’sonalized health news 



inside... 

Your personal profile 2 

Numbers to watch 2 

Claims vve received 3 

Communications with Hum;ma .4 

Your health care accounts 5 

What's new in health care 6 

Your portable health care record 9 


Your SmartSummary will be updated every three months 
and available online at MyHumana on 

www.humana.com, 


Look for these icons 
0 Savings alerts - sec pg 3 


To maintain privacy, each dependent on your health plan is 
receiving a persotialized SmartSummary. Individual 
statements also allow each member of your family to 
receive tire most personalized and relevant information 
based on his or her medical and prescription claims. 


^ Health alerts - sec pg 3, 1 0 
^ How your plan works - see pg 2. 3, 5 
^ Plan coverage changes - see pg 5. 1 1 
^ Personalization - see pg 2. 1 1 
^ Online Resources - see pg 4, 1 0, 11 
<5) Phone Resources 


0707200720470707200720470000001 
JANE DOE 
500 W MAIN ST 
HUM10 

LOUSVILLE KY 40202-1234 


© 2007 Humana Inc., Patent Pending 

Questions about your plan or this statement call 1-866-4-A5SIST or visit 
www.humana.com 


Ippn q/17 
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Fictional Example 


SmartSummary"' humana. 


Your personal health finance and benefits statement 

Jane Doe 

Pai?: 2 of 12 

Your personal profile 

Member name: J.ine Doe 

Member ID: 9876S4321 01 

Your medical pi,m; Traditional PPO. Sin^e 

Your prescription plan; Rx4 


Partnership opportunities 

D Email your Sm.irtSninniaiy 

0 Register at wvv\v,hnnian,r-com 

O Electronic EORs 

Programs you arc enrolled in 

Q liumanaBe^hinii^ 

Q Health Risk Asses-sinent 

Your accounts 

D Health Savings Account 

0 Flexible Spending Account 

O Dependent Care Account 

Reiucinber, your next 
statement will not be sent in 
the mail To view yonr 
staicment, log on to 
.A/)'l'Intnana through 
wvw.iiumaiia.com. 

Tlic items checked here arc 
accotints. progranis and 
opponuiiities in which you arc 
enrolled. Tlic unchecked 
items arc available to you, but 
you are not enrolled. 

See page 5 for more 
infonnation about your health 
care .recounts. 

Numbers to watch 



"Hiintivui tlisfotiiils " slmtii here <m\for costs ami charges that have hceu ne^’otiateii for p<i» hy Hhiim»c7 with tioclors, 
phariiutchts ivid hospitals. “Kwhiletl costs" mpresfiit the ileiiis or partial aiiiounis that are not covered by your plan, ivhich you 
may be rcspoiisibiejhr payhiii to the doctor or hospital. 

What you've spent this year 

Medical Costs 

- Copays 

- Other medical costs 

Prescription costs 

Excluded costs 

SO.OO pjE;^ 

$92.00 ^ . 

$170.00 mfir 

SO.OO 

1 What you paid S262.00 

Wlut your plan p.rid $1,086.06 

Humana discounts $621.88 

What you paid 

$262.00 

Total billed charges $1,969.04 

What's remaining in yimr accounts 
Health Flexible Spending Acccuinc 

$690.00 



Yonv privacy is important to us 


At Hiinuiia, your personal, health and htuncia) intonn^on is confidential. protects yotinnfonnatioiv and only uses or 

disiloses yotir inlbniiittion in accordance with Icik-ral and state pris-acy laws; and Hiiiviana's privacy policy. For addition, il infomuition 
on l-hunaua's pnvacy policy, pie.isc access Hiiniana’s Notice of Pri\-acy Practices on the Web at www.linniana.cotn. 


ippn Q/17 
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Fictional Example 

SmartSummary"’ humana. 

Your personal health tlnanee and benefits statement Jane Doe 

PHgc3ofl2 


Medical claims we received 

Tills section lists new iiicdicol chiins ilim tivre processed this quarter or pTCvioiisly processeif cimtns that liace been luljiistcti this qiuirter. 

/ti' .7 Hiiiihvui iiteinber, yoii pay a reduced jmee that has heat negotiated by Humima with partidpating doctors and liospitals. The "Huiiuvia 
disivunrs " coliiinii represents these saidtigs. The ‘'Humvu exclusions” colu/mi represents the items or partial ainoiints that arc not corered by 
your plan, or anioiinis from a iwii pariicijMtiug provider which you way be responsible for paying to the doctor or hospital. 

If you have a question about information listed in this section, you can call the aisbrnier service niwibcr listed at the bottom oftlie jlrsl page of this 
stdiemenl. If you believe a claim was processed incorrectly, you will need to submit a written grievanic and cqpcal. 


What you pay uith this plan 


Date of service. 

Provider name 

Total 

charge 

Humana 

discounts 

Humana 

exclusions 

Copay Deductible Coinsurance 

Humana 

paid 

(Processed on: Sep 29/06) 

Sep 18/06, Clann 999999990999999 
Smith MD 

- Level IV - Surgical Pathology’. 
(In-Network) 

14S.00 

29.00 

- 


116.00 

(hocessed on: at 11/06) 

Sep 25/06, Claim 999999999999999 
Jones MD 

- Exc Mai Les Marg Sclp Nek Hnd, 
(In-Nctw'ork) 

- Adj Tiss Trans Forehead Nek A.x. 
(In-Network) 

500-00 

700.00 

300.00 

140.00 

- 

20.0(1 

56.00 

180,00 

504,00 

(Pivccsscd on: Oct 18/06) 

Sep 28/06, Claim 999999999999999 
Jones MD 

- Exc Ben Les Marg Fee Ers Eyeld, 

200.00 

40.00 


16.011 

144.00 


{Ill-Network) 


^ See page 6 for your personalized health new’s. 

^ The A'fyHumana Health & Wellness Savings Center, available at w’W'\v.limnan;».com. inckides valuable discount and coupons 
for; 

• Exercise and fitness- Monthly discounts on lucnibcrship foes to local gyms. 

• Oral care - S7 discount on Crest Whitestrips Renewal. 

• Penonal care and beauty - 1 5 percent discount on Conair’s spa products an<l more. 

• Skin care - Free samples of Olay. 

• Weight management - Weight Watchers discounts. 


t 


Nutrition Tip-Steam yonr vegetables to presers-c their nutrients. Bolling pulls the mitvicnts out of the food. 


Questions about your plan or this statement call 1-866-4-ASSIST or visit 
V7ww.humana.com 


ippnQ/i7 
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^ Page 4 of 12 

Pi’escription claims we received 

This list shows oil of your submitted prrseriptmi chvms and total costs cojvmd by Huimid for the {Mst <jUiirlcr. claims may not he 

rtjlccted in this list or may show an anioiifil that is diffeiriit than wlMf was listed prior to the adjiistinail. 

-•Is a Ihmuiiui member, yon liaiv the luhninli^^' of a reduced price iic^nitUed by Huiihttia ii’itli the plhiniiacy. I he cost oj the prescription 
displayed is the amtit’c rcuiH price at the pliariikicy at the time if purchase ami does tun take into auvimi ocher reiitibtirscments, i>uhidiii_y: 
rebates. Retail prices on prescription driip can i\iry by plumtiacy, quantity, strei^lb and/or dostigciil the dnig. Vck should always discuss yonr 
medications with your doctor to determine appropriaiaicss or clinical ^cciii’etiess. 

If yon hanea qiieslioii ahoni inlbrinalioii listed in this section, you aat call the aistomcr semicc miiiiber listed at the bottom of the first pqiieif 
this .tunemeni. If you helicne a claim n\is processed iih-orrectly, you mil neal to submit a tiTitieti yirkvance and appeal 


What 


Drug name 

Cost of 
prescription 

Drug 

Copay 

Hvjmana 

paid 

Oct 15/06 ABC Pbannacy 

Paxil Cr, 12.5 Mg, 30.0 Tablet Ext 

99.89 

2 

,10.00 

35,61 

Oct 15/06 ABC Pbannacy 

Lisinopril, 20.0 Mg, 30.0 Tablet 

16.10 

I 

10,01) 

- 

Oct 16/06 ABCv Piiann.icy 

Clonazepam, 0.5 Mg, 30.0 Tablet 

16.19 

1 

10.00 

. 

Oct 19/06 ABC Pharmacy 

Azithromycin, 250.0 Mg, 6.0 Tablet 

49.13 

2 

30.00 

- 

Oct 19/06 ABC Pbannacy 

Ibuprofen, 800.0 Mg, 90.0 Tablet 

21.86 

1 

10,00 

- 

Nov 25/06 ABC Phanuacy 

Clonazepam, 0.5 Mg, 30.0 Tablet 

16.19 

1 

10.00 


Nov 25/06 ABC l.»hannacy 

Lisinopril, 20.0 Mg, 30.0 Tablet 

16.10 

1 

10.00 

. 

Nov 25/06 ABC Phartnney 

Paxil Cr, 12.5 Mg, 30.0 Tablet Ext 

99.89 

2 

.10,00 

55.61 

Nov 28/06 ABC Pliarniaev 

Malarone, 12.0 Tablet 

89,39 

2 

,10,00 

.30.84 


Communication with Humana 

This list of inquiries is provided to help you serrkc iiueriVtions, and may include inquiries made on your behalf. /U’ inquiries can be 

directed to diferenl amts within nimuma, this list iihiy not iueludealt of your coiiimiinicatioHS wiili Humana. 

Date Reference Number Typ« Reas on for contact 

Sep 26/06 OOOOOOOOOOO -0000001 Inbound Call Issue OR Rccinest About Yo»r Htmutna Access Gat'd 

Sep 26/06 OOOOOOOOOOO -0(XX)001 Inbound Call Issue OR. Request AbtuU Your Humana Access Card 


o 


Remcinbcr to v isit .\/}>Himwna. your password-protected personal home pas^ 
tbims. beiidk and prescription coverage infonnation amtinie. 


wavw.buinana.coiii. Yon can see your 


Ippn Q/1 
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Yohv health cave accounts 

The IRS may request that you submit receipts to confirm that FSA, HSAand PCA funds were used for appropriate medical expenses. 
Please keep ail receipts from these accounts for IRS substantiation. For questiwts regarding your FSA, HSA or PCA account please call 
1-800-604-6228, 


Vour Health Flexible Spending Ai-coimt stnnmar)' (this year) 


Your FSA balance 


Amount you cliosc for FSA 
Amount spent to (bne 
I-irsc quarter 
Total spent 

Remaining Balance 


$780.00 


$90.00 

$90.00 


S690.00 


$7gQ 

SS3S 




Siso 


$195 


Nov 30 


May 3! Aug 31 


4^ Pie.iSf save all rcceijits tor end 

^You can use your FSA to 


of year t-cc ptirposcs. 


pay for... 


— Dcdnctibics 
— Doctor visits 
— Hospit.il charges 

— Urgent care mid eniergeiicy room visits 
— Medical supplies such as bwce.s and walkers 
— Physical thei'apy. speech tlicrapy. potliatnst and 
chiropractic e.xpeiiscs 

— Prescription dnigs and over the counter medications 
Be sure to check with your employer for a complete list. 


Questions about your plan or this statement call 1-866-4-ASSIST or visit 
www.human3.com 


IPDn Q/i7 



145 


Fictional Example 
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Your personal health finance and benefits statement noc 
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JVliat's licit’ ill health care 

U> sitive (c pcrsonali-^c ycrir hi'iihh urifs by selecting ankles about new research and studies tIuU arc relevmt to yeny life. The iifonniiihii 
awrahml in these .inicks docs not niket mdoisauait or mvnige by Humana. Consult your doctor before iiiakiiig any changes that could 
possibly qffcc! yonr hcalih. 


trouble 


Siiortness of breath a potential sign of heart 

Dyspnea, or tiiftknlty brcatbivig. is another in the growing 
list ot'nsk tk toi-s that could signal heart trouble. 

A study, published in the Sew Engtaiid JtHmud of Medicine, of 
nearly 18,000 people who had standanl stress tests fotuid 
tisat those with dyspnea but no other signs of heart 
probknis were at iiiorc than twice the risk of death from 
cardiac causes than tliosc with angina. 

Patients should be sure to niention any shortness of breath 
to their doctors, said senior ic.scarchcr I>r. Daniel S. 

Bcrtnan. tlircctor of cardiac imaging at Ccdai's-Sinai 
Medical Center in Los Angelos. 

"The patient often doesn’t think of it as a spiiptoni." 

Berman noted. But when signs ofa heart problem .ire 
discovered, "w'c ask whether there is shortness of breath, 
they say 'yes,'" 

Dyspnea Iws many causes, and ph^-sicians rontincly ask 
people ifthey have trouble breathing, said Dr. Alan 
Rozanski. director of nuclear eardiologs' at St. 
[.tike's-Roosevelt Hospital in New^ Ytirk City', and another 
memher of the research team. He said trouble breathing is 
often a tip-oft'to the physician cli.it a patient may h.ivc some 
underlying lung disease, maybe even heart laihire. But until 


now. only a few studies, most with a limitcil number oi 
paiticipants. have looked at whether dyspnea is a predictor 
of cardiac events, Rozanski said. 

The New' York team divided their 17,991 patients into five 
groups based on the number aiitl type of symptoms: no 
^inpcoms. two different forms of angina, chest pain not 
caused by ai^na, and dyspnea alone. 

After an average foUow-tip of ne,it!y three years, tlic tleath 
race among patients with dyspnea was significantly higher 
tlian for those w ith any other symptom or no symptoms — 
even in patients with no known history of coronary' aitcry 
disease. 

Tlie risk of sudden death was also four times higher for 
patients w'ith dyspnea and coronary artery disease than for 
people with no symptonrs, the rc-scarclicrs noted. 

SOURCES; Aha Roz.mski. director, micle.ir 
cardiology. St. Luke's-Roosevclt Hospital, New York: 
l.Ymic! S. Bcniun. director, cardi.ic imaging. Ccdars-Siirii 
.Medical Oenter, Lt»s Angeles; Nov. .5, 2005 New England 
louniai of .Medicine 

Cx'pyrisdit >.'■ 2'"K)6 ScoiicN'cws l..L(~.. All rights reseiA'ed. 


Recurring melanoma more prevalent than thought 

Nearly 1 5 percent of people diagnosed with the potentially one year of tlic first dia^iosis. while 8 percent developed an 
fatal skin cancer melanoma are at risk of a sccoiul diagnosis .additional melanoma within two years. 


within two years, a new study has found. 

About 6 percent of patients will develop a second 
melanoma within one year of the initial diamiosis, while 8 
pci-cent will he diagnosed with a second malignancy within 
two years, according to the researcluts from Dartmouth 
Medical School in Hanover. N.H. This rate is more 
frequent than previously thought and points to the 
importance of svirveillance and skin serceninj^. .iccordingto 
the study in the Archives of Dermatology. 


ikoughly two-thirds of those who developed additional 
nulipiaucies and .57 percent of those w’ho did not had at 
least one aty'iiical mole, which is a risk factor for additioniJ 
mclaiiom.is. Someone with three or more atypical moles 
h,id four limes the risk of developing .an additional minor. 
Atypical moles have at least three of tlic following features 
— ,1 diameter lai^r than 5 millimeters: redness; an iiTcgular 
or ill-defined border; a variety of colors or a portion that is 
flat, the researchers said. 


"Tliis is not surprising, but it gives us another stimulus to be 
veiy vigilitit about picking up second and third 
mebno'mas." said Dr. Vijay Trisal. assistant professor of 
surgical oncology at (.'ity of Mope Cancer Center, in 
Diunte, Calif, 

Tlie current study included .554 New' Hampshire residents 
who'd hiu! a previous diagnosis of melanoma. Six percent of 
the p.irticip;tnts developed an .idditionai melanoma within 


SOURCES; Vijay Tns.il. M.IY. assistant professor of 
surgical oncology. Cary of Hope (.'.inicer Center. Duarte. 
Calif.; Keyvan Nouii. M.D,. director ot Mobs and 
denn.itologjc surgeiy aiut associate protessor (.st 
denmtology. UiiiveiNity of Miami .Millet School ot 
Medicine; .April 2<KK). Archives ot Dcniiacology 

('opyriglit v 2ni¥> .SroutNews. LLC . .Ail rights n'served, 
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Trends in health can- costs 

Ihxpcrts prcdici coslh hip-fracture epidemic 

The world f^ccs an epidemic of hip (Vactiires over the ne>tt 
few decades as more and more people's bones weaken from 
osteoporosis as they age. 

So conclude researchers., reporting their findings in TJie 
Lmfci. who estimate that at least 6.3 million people 
worldwide will sutfer a liip fracture in the year 2050 — 
more than tnpie the 1.7 million cases recoalcd in 1990- 
Already. "fracture rates seem to he lising in many pairs of 
the world." urote researchers i3rs. Philip Sambroot ot 
Royal North Shore Hospital in Sydney, Airstralia, and 
Clyrus (looper of the Unis-ersity of Southampton in 
England. "On the assumption t.liat age-adjusted rates will 
rise by only 1 percent per year, the number of hip fractures 
worldwide could be as high as 8.3 million by 2050." 

The trend tow-.ird more fi'actui-cs could he turned around, 
liowcvcr. with a little prevention. 


"We should be looking at the younger population to 
ma-xiiiiize calcium." said f>r. Joseph Fetto. associate 
professor of orthopedics at the Ncvs‘ York University 
Hospital for Joint Oise.iscs. 

"The maximum amount of calcium Ciu ly in life is 
decennined by intake in the diet," he said. Young people 
should try to get adequate amounts of calcium, magnesium, 
zinc and vitamin D in their diets, even tiiking supplements 
if necessary. Feao s.iid. 

Tlie annual costs ofall osteoj.'orotic fractures have been 
estimated to be $20 billion in the U.S.A. and about $.30 
billion in the European Union, the rescaichcrs wrote. 
SOURCES; Joseph Fetto. M.n.. .is.soci.itc professor of 
orthopedics. New York University Hospital for joim 
Dise.ises. New York City; June 17. 20U6. The Lancet 

Clopyright V" 2t)i.Hj SemnNews l.l.C , All rights reserveii. 
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Fictional Example 

HUMANA^ 

Your Portable Health Record 


For December 1, 2005 to November 30, 2006 Jane Doe 


ThK IhE !' coinpik'd trout <.-i:iiiiK intbniutioi) siibinitted to yxiur insHraiitc pian. U this iist does not iiiilmic iiitbrm.ition 
\ ou n ri'ivcii tiniti yoiti ibctcvr tonceming a surgery or procedure, for example, please check with your <ioctor tor the 
coiTcct intbruiattoii. This list is not uitcndcd to be a substitute for a medical record. 

iliis list is provided as a cointesv to help you m.m.igc your imeractioiis with your doctors .iml pharmacists. It may be 
helpful to take diis w itli you to your next visit to your doctor, hospital or phaniiacist to give them .1 broader view ot yoiir 
iiealdi care interactions. 


Date 

Name of provider, specialty 

Procedure 

Name of drug, dosage, quantity 

Dec 11/05 

ABC Pharmacy 


-Lismopnl. 20.0 Mg, 30 Tablet 

Dec 13/05 

ABC Pharmacy 


-Paxil Cr. 12.5 Mg. 30 Tablet Ext 

Dec 14/05 Jones MD 

-Clinic-General 


Dec 14/05 

Jones MD 

-Oic/Ontpt Visit EA'M Estab Mod- 


Dec 21/05 

Jones MD 

-Inf Ajd-Dna/Rm; Papillomavini 
-Clyiopath Cer\'/Vag Thin Lay Pre 


Dec 21/05 

ABC.; Phamiacy 

-Init Preventative Med EA'M New 


Dec 28/05 

ABC Pharmacy 


-Amo.'acillin/Potassiuin Cla. 20 
Tablet 

Ian 7/06 

Smith MD 

-Other Imaging Scr\ices-Scrccni 


jan 7/06 

Smith MD 

-Screening Mammo^aphy Bilatcra 
-Cmpt Aided Detect Phys Rev For 


jan 13/06 

Smith MD 

-Ofc/(7iitpt Visit EA'M Esc 

Low-MO 

-ECG Routine ECG W/At Uast 12 


Jan 18/06 

Smith MD 

-Bid Count: Canpl Auto A' Auto l)i 
-UA Dip Stick/Tablet Reagent; W 
-Basic Metabolic Panel 
-Lipid Panel 


Jan 19/06 

ABC; Pharmacy 


-Lisinopril. 20.0 Mg. 30 Tablet 
-Clona7ep.ini, 0.5 Mg. 30 Tablet 
-Paxil Cr, 12.5 Mg, ,30 Tablet Ext 

Jan 30/06 

ABC Pharmacy 

-Anes-Integ Syst MuscA-Ner\- Head 


Jan 30/06 

ABC Pharmacy 


-Cc&droxil. 500.0 Mg. 14 Capsule 
-Hydi-ocodonc/Acetaminophcn, 30 
Tablet 

Feb 2/06 

ABC Pharmacy 


-Proi>oxyphenc-N/Acetamiiiop, 30 

Mav 2/06 

ABC Pharmacy 


-Paxil Cr, 12.5 Mg, 30 Tablet Ext 
-Prcvacid, .30.0 Mg, 30 Capsule DE 
-Lisinopril, 20.0 Mg. 30 Tablet 

Mav 3/06 

ABC; Pharmacy 


-Nco/Poly/Bac/Hc, 4 Ointment 
'Oxycodonc/Acetamino(>hcn, 20 
Tablet 

Apr 7/06 

Smith MD 

-Bx Skin Subq Tissue &•/ Mucous 


Apr 7/06 

Smitli MD 

-Olc/Outpc V'isit E&'M Est 

Low-MO 


Apr 8/06 

ABC; pharmacy 


-Clon.izcpam. 0.5 Mg, 30 Tablet 
-Lisinopril, 20.0 Mg, 30 Tablet 

Apr 11/06 

ABC Pharmacy 


-Prcvacid. 30.0 .Mg, 30 Capsule DE 

Apr 12/06 Jones MD 

-Level IV - Snipca! Pathology- 



Questions about your plan or this statement call 1-866-4-AS51ST or visit 

www.humana.com |PPO Q/1 t 
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Your Portable Health Record ' 


Jane Doe 


May 5/06 Jones MD 
May 6/06 ABC Pharmacy 

Mav 8/06 ABC Pharmacy 
Jim' 12/06 ABC Pharmacy 
Jim 22/06 ABC Pharmacy 
Jim 23/06 ABC Pharmacy 
Jill 2/06 ABC Pliarmacy 
hii 14/06 ABC Pharmacy 
Jul 25/06 ABC Pharmacy 

fill 29/06 ABC Pharmacy 
Aiig 29/06 ABC Pharmacy 


Sep 19/06 Jones MD 
Sep 26/06 Smith MD 

Sep 29/06 Smith MD 
Oct 17/06 ABC Pharmacy 

Oct iS/06 ABC Phamiacy 
Oct 19/06 ABC Pharmacy 

Nov 25/06 ABC Pharmacy 


Nov 28/06 ABC Pliarinacv 


-Level IV - Surgical Pathology 


-Level IV - Surgical Pathdogy 
-Exc Mai Lcs Marg Sclp Nek Hiid 
-Adj Tiss Trans Forehead Nek Ax 
-Exc Ben Lcs Marg Fee Er Eycld 


-Paxil Cr, 12.5 Mg. 30 Tablet Ext 
-Cloiiarepam. 0.5 Mg, 30 Tablet 
-Lisinoprii, 20.0 Mg. 30 Tablet 
-Ohix, 0.05 %. too Foam 
-Lismopii!. 20.0 Mg, 30 Tablet 
-Paxtl Cr. 12.5 .Mg, 30 Tablet Ext 
-Clonazepam. 0.5 Mg. .30 Tablet 
-Levaquin, 500.0 .Mg. 10 Tablet 
-Lisinopnl, 20.0 Mg. .30 Tablet 
-Paxil Cr. 12.5 Mg' 30 Tablet Ext 
-Clonazepam, 0.5 Mg. 30 Tablet 
-Clonazepam. 0.5 Mg. .30 Tablet 
-Pa.xil Cr. 12.5 Mg. 30 Tablet Ext 
-Ltsinopril. 20.0 Mg. 30 Tablet 


-Paxil Cr. 12.5 Mg. 30 Tablet Ext 
-Lisinoprii, 20.0 Mg. 30 Tablet 
-Cloiiazcpaiu. 0.5 Mg. 30 Tablet 
-Azithromycin. 250.0 Mg, 6 Tablet 
-Ibnprofen. 800.0 Mg. 90 Tablet 
-Clonazepam. 0,5 Mg, 30 Tablet 
-Lisinopnl, 20.0 Mg. 30 Tablet 
-Paxil Cr. 12.5 Mg. 30 Tablet Ext 
-Malaroiie. 12 Tablet 


0 


To help estimate what you're likely to spend on health care by rlic end of the ctn rent plan 
Health Care Costs tool available througli '.\^\•\v.hllnlana.conl. 


year, icsc the Estimate My 


? October-April is cold and cough season. Visit the medications savings page on AfyHumana. your password-protected 
personal home page on wmv.humana.coin, for coupons on ovcr-tUe-coimtcr cold and cough medications. 


@ Water is a key part of any diet, so drink 6-8 passes a day .ind cat tiwds with lugji water content such as melons, grapes, 
cucumbers, onions, apples, cabbage and soup. Staying propcily bydrated helps flush toxins from your body, relieves 
constipation and helps keep your joints fle.xibie and your mint! dear. 


Your prescriptions at a glance 


Pcesciiption 

Information 


2005 

'Dee 


2006 

Mjy Jun ^ Aag Sep ^ 


Lisinopnl > » MCt 

30 Tablet, 30 days sttii.ply . 
.Smith MD ... :• .- . . 


i»axtt'CrT2<5MG,'-''-,' 
30Tabli?t'',Ext;.-3O tk^'siipply 
.Smith MD':- V '• ' ' 


Atuoxu'Utin/Potassium Cia 

20,'tabict,'.''ih'days|ttp'ply- •• ,, 
Smith MD .- : ' ^ 
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Prescription Rc®I 

Tiifontiation'' 

,2065 1 2606 

i)cc 1 )jn ' M»r '.'Alsr 'Muy. Juo;'. JuJ Aug Sep, ...Oct .Nov 

Clottazepatn'O-S MO '' 

: ,ii), .Tablet. Ai davv-supply 

Jones MD 

• 

1 


0 

0 

1 

• 

• 



• 

''.Cefadrdxii'SQO-iiAIG' 
li.Ciapsnk.' 7 tbiys supply 


• 

1 


1 

1 

1 

1 

i 





- ■ 

• 


-T 

1 






• : 



Pro|»6xyphen«“N/Acetamir» 

-G 

30: Tablet, o d.iys-^upply 

Smith MD It ,; , ' 

sasi V 


• 



- 




■1 

I' 

i 

Prevacid .lli.O 

30 CapsnJc Dc, .l^.dayi stippJv , 
foiled MD > 

1 

■ 

n 

jg 

M 

y 

■ 

' 

i 

■ 

m 

ip 


Neo/Poly/Bac^c : S; 

4 Ciintment. 7 d^ssa^^y .j;^ 
Snutli MD 

i 

■ 

i 

D 

■ 



■ 

1 

i 

i 

3 


i 

i 


r 

HH 

■ 







Olux 0.05% 
lOti Foam. 

Smith MD 



1 

1 


!• 


** 

R! 


Levaquin v 

10 r.tblet, J It 

Imits MD 


11 





• 

* 



■M 

■ 

Lismnpril . " i> IHii‘ > 

,3<') T.dilct. 3ft ^a^.supplv;i;;sy: ,. 1 
Smith MD 

■ 


1' 

...f 


1 




1 

a 

g 


ST 


0- T, , 

1 





• 

■ 

Iboprofen 

00 Tablet. 22d35»s«j^y' 
loncsMD 


■ 

i- -. a i 


■ 

■ 

■ 



MaUarone 

12 Tablet. 23 4i'yj«ipplv . 
Sntith MD !. 


v,\ 

■ 




TiS 


III 

• 


^ To choose nnotlu-r for us to couuiiiiniciitc wnth you, re^ster or log on to AfyHuniiuu, your piissword-protected 
personal home page on \vmv.huui;m.i.com. 


You can visit vs-\v\v.hi!ni.ina.conr and use the Drug Coverage Search to determine wliethcr a specific prescription dnig 
is covered by yoiir Humana plan. You can also check for quantity, dosage strength, side effects, and other dnig-specific 
infoniiatioii, Humana's dniglisi is the most up-to-date list of prescription medications approved for coverage. 


4 ^ 


Help stop healthcai c fraud. If you know or suspect traudulent acthities involving your doctor, pliarm.icy, or an 
actpuiintancc. please call the Humana C'ustomer Service number on the back, of your ID card or visit 
vvwvv.hiiinana.coin. 


Ippo q/17 
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EOOLPHUS TOWNS. NEW YORK 
CHAiRMAN 


DARRELL E. ISSA, CALIFORNIA 
RANKING MINORITY MEMBER 


ONE HUNDRED ELEVENTH CONGRESS 

Congresf^ of tfje 

lllouSE of ilcpresentatibes 

COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM 
2157 Rayburn House Ofrce Building 
Washington, DC 20515-6143 


Majority <202} 225-5051 
Minority {202} 225-5074 


October 22, 2009 


Mr. Thomas Richards 
Senior Vice President of Product 
CIGNA Healthcare 
2 Liberty Place 

Philadelphia, Pennsylvania 19192 
Dear Mr. Richards: 

To complete the record of your testimony before the Domestic Policy Subcommittee on 
September 17, 2009, the Subcommittee requests the following information in writing: 


1 ) In 2004, CIGNA settled claims for delaying and/or denying claims for patients of self- 
refunded plans. And in 2009, CIGNA settled with the New York State Attorney General 
concerning its use of the ingenix database. 

a) What did CIGNA agree to do to settle those claims? Please include dollar 
amounts, if settlement included a monetary component, as well as all substantive 
and procedural changes implemented by CIGNA and its subsidiaries (by name) as 
part of the settlement or as a result of the claims having been brought. 

b) Has CIGNA settled other claims or state regulatory actions relating to the 
wrongful delay or denial of claims since 2004? If so, please include all relevant 
details of the settlement. If so, please also provide the Subcommittee with figures 
on the income and incentives received by executives responsible for operations 
that included the alleged activities that were the subject of settlement. 
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Mr. Thomas Richards 
October 22, 2009 
Page 2 

2) In your testimony, you stated “In 2008, CIGNA processed approximately 91 million 
claims for payment. More than 90 million of these claims were paid without question. . . 
Of the approximately one million claims that did require prior authorization, all but 0.08 
percent were approved on initial review.” What is the value in dollars to CIGNA of the 
claims that CIGNA did not pay within 30 days, 60 days, 90 days, 1 20 days? 

3) Mr. Cummings asked that your company provide the Subcommittee with audiotapes of, 
and materials prepared for or about, internal meetings, known in some companies as 
“town hall meetings,” in which financial results, particularly the Medical Loss Ratio, are 
discussed with employees. 

4) Mr. Schock asked what percent of reimbursed care is defensive medicine performed out 
of physician concerns about medical malpractice liability. 

5) Mr. Kennedy asked for tangible recommendations for creating metrics with which to 
evaluate the efficiency of the company’s Information Technology with respect to its 
perfonnance in reducing waste, duplication and redundancy. 

6) Mr. Conyers requested the compensation received by you, including deferred 
compensation, incentives and bonuses, in the last 5 years. 

The Oversight and Government Refonn Committee is the principal oversight committee in 
the House of Representatives and has broad oversight jurisdiction as set forth in House Rule X. 
An attachment to this letter provides information on how to respond to the Subcommittee’s 
request. 

We request that you provide these documents as soon as possible, but in no case later than 
5:00 p.m. on Thursday, November 5, 2009. 

If you have any questions regarding this request, please contact Jaron Bourke, Staff Director, 
at (202) 225-6427. 


Sincerely, 

Dennis J. Kucinich 
Chairman 

Domestic Policy Subcommittee 


cc: Jim Jordan 

Ranking Minority Member 
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EDOLPHUS TOWNS, NEW YORK 
CHAIRMAN 


DARRELL E. ISSA, CALIFORNIA 
RANKING MINORITY MEMBER 


ONE HUNDRED ELEVENTH CONGRESS 

Congress! of tfje finiteb States 

M?ovs'e of EEpresentatibcS 
COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM 
2157 Rayburn House Office Building 
Washington, DC 20515-6143 


Majority (202)225-5051 
Minority (202)225-5074 


Domestic Policy Subcommittee Document Request instruefion Sheet 

In responding to the document request from the Domestic Policy Subcommittee, Committee on 
Oversight and Government Reforni, please apply the instructions and definitions set forth below. 

instmetions 


1 . In complying with the request, you should produce all responsive documents In your 
possession, custody, or control. 

2. Documents responsive to the request should not be destroyed, modified, removed, 
transferred, or otherwise made inaccessible to (he Subcommittee. 

3. In the event that any entity, organization, or individual denoted in the request has 
been, or is currently, known by any other name than that herein denoted, the request 
should be read also to include them under that alternative identification. 

4. Each document produced should be produced in a form that renders the document 
capable of being copied. 

5. When you produce documents, you should identify the paragraph or clause in the 
Subcommittee’s request to which the documents respond. 

6. Documents produced in response to this request should be produced together with 
copies of file labels, dividers, or identifying markers with which they were associated 
when this request was issued. To the extent that documents were not stored with file 
labels, dividers, or identifying markers, they should be organized into separate folders 
by subject matter prior to production. 

7. Each folder and box should be numbered, and a description of the contents of each 
folder and box, including the paragraph or clause of the request to which the 
documents arc responsive, should be provided in an accompanying index. 

8. It is not a proper basis to refuse to produce a document that any other person or entity 
also possesses a nonidentical or identical copy of the same document. 
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9. If any of the requested infonitation is available in machine-readable or electronic 
form (such as on a computer server, hard drive, CD, DVD, memory stick, or 
computer backup tape), you should consult with Subcommittee staff to detennine the 
appropriate fonnat in which to produce the infonnation. 

1 0. The Committee accepts electronic documents in lieu of paper productions. 

Documents produced in electronic format should be organized, identified, and 
indexed electronically in a manner comparable to the organizational structure called 
for in (6) and (7) above. Electronic document productions should be prepared 
according to the following standards: 

(a) The production should consist of single page TIP files accompanied by a 
Concordance-fonnat load file, an Opticon reference file, and a file defining the fields 
and character lengths of the load file. 

(b) Document numbers in the load file should match document Bates numbers and 
TIP file names. 

(c) If the production is completed through a series of multiple partial productions, 
field names and file order in all load files should match. 

11. In the event that a responsive document is withheld on any basis, you should provide 
the following infonnation concerning the document: (a) the reason the document is 
not being produced; (b) the type of document; (c) the general subject matter; (d) the 
date, author, and addressee; and (e) the relationship of the author and addressee to 
each other. 

1 2. If any document responsive to this request was, but no longer is, in your possession, 
custody, or control, you should identify the document (stating its date, author, subject 
and recipients) and explain the circumstances by which the document ceased to be in 
your possession, custody, or control. 

13. If a date or other descriptive detail set forth in this request referring to a document is 
inaccurate, but the actual date or other descriptive detail is known to you or is 
otherwise apparent from the context of the request, you should produce all documents 
which would be responsive as if the date or other descriptive detail were correct. 

14. This request is continuing in nature and applies to any newly discovered document. 
Any document not produced because it has not been located or discovered by the 
return date should be produced immediately upon location or discovery subsequent 
thereto. 

1 5. All documents should be bates-stamped sequentially and produced sequentially. In 
the cover letter, you should include a total page count for the entire production, 
including both hard copy and electronic documents. 
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1 6. For paper productions, four sets of documents should be delivered: two sets to the 
majority staff and two sets to the minority staff. For electronic productions, one 
dataset to the majority staff and one dataset to minority staff are sufficient. 
Productions should be delivered to the majority staff in B-349B Rayburn House 
Office Building and the minority staff in B-350A Rayburn House Office Building. 
You should consult with Subcommittee staff regarding the method of delivery prior to 
sending any materials. 

1 7. Upon completion of the document production, you should submit a written 
certification, signed by you or your counsel, stating that: ( 1 ) a diligent search has 
been completed of all documents in your possession, custody, or control which 
reasonably could contain responsive documents; and (2) all documents located during 
the search that are responsive have been produced to the Subcommittee or identified 
in a privilege log provided to the Subcommittee. 
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Definitions 


1 . The term “document” means any written, recorded, or graphic matter of any nature 
whatsoever, regardless of how recorded, and whether original or copy, including, but 
not limited to, the following: memoranda, reports, expense reports, books, manuals, 
instructions, financial reports, working papers, records notes, letters, notices, 
confirmations, telegrams, receipts, appraisals, pamphlets, magazines, newspapers, 
prospectuses, interoffice and intra-office communications, electronic mail (email), 
contracts, cables, notations of any ty'pe of conversation, telephone calls, meetings or 
other communications, bulletins, printed matter, computer printouts, teletypes, 
invoices, transcripts, diaries, analyses, returns, summaries, minutes, bills, accounts, 
estimates, projections, comparisons, messages, correspondence, press releases, 
circulars, financial statements, reviews, opinions, offers, studies and investigations, 
questionnaires and surveys, and work sheets (and all drafts, preliminary versions, 
alterations, modifications, revisions, changes, and amendments of any of the 
foregoing, as well as any attachments or appendices thereto). The term also means 
any graphic or oral records or representations of any kind (including without 
limitation, photographs, charts, graphs, voice mails, microfiche, microfilm, videotape, 
recordings and motion pictures), electronic and mechanical records or representations 
of any kind (including, without limitation, tapes, cassettes, disks, computer server 
files, computer hard drive files, CDs, DVDs, memory sticks, and recordings), and 
other written, printed, typed, or other graphic or recorded matter of any kind or 
nature, however produced or reproduced, and whether preserved in writing, film, 
tape, disk, videotape or otherwise. A document bearing any notation not a part of the 
original text is to be considered a separate document. A draft or non-identical copy is 
a separate document within the meaning of this term. 

2. The temi “documents in your possession, custody, or control” means (a) documents 
that are in your possession, custody, or control, whether held by you or your past or 
present agents, employees, or representatives acting on your behalf; (b) documents 
that you have a legal right to obtain, that you have a right to copy, or to which you 
have access; and (c) documents that you have placed in the temporary possession, 
custody, or control of any third party. 

3. The term “communication” means each manner or means of disclosure or exchange 
of information, regardless of means utilized, whether oral, electronic, by document or 
otherwise, and whether face-to-face, in a meeting, by telephone, mail, telexes, 
discussions, releases, personal delivery, or otherwise. 

4. The tenns “and” and “or” shall be construed broadly and either conjunctively or 
disjunctively to bring within the scope of the request any infonnation which miglit 
otherwise be construed to be outside its scope. The singular includes plural number, 
and vice versa. The masculine includes the feminine and neuter genders. 

5. The tenns “person” or “persons” means natural persons, finns, partnerships, 
associations, corporations, subsidiaries, divisions, departments, joint ventures. 
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proprietorships, syndicates, or other legal, business or government entities, and all 
subsidiaries, affiliates, divisions, departments, branches, and other units thereof. 

6. The temis “referring” or “relating,” with respect to any given subject, means any'thing 
that constitutes, contains, embodies, reflects, identifies, states, refers to, deals with, or 
is in any manner whatsoever pertinent to that subject. 
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SiEProE a John SON. 

\ i r O R N t V S AT L A W 


jiimes D. Barnette 

202.429.6207 

jbarnetfe@steptoe.t 


i}50 Connecticut Avenue, NW 
Washington. DC 20036-1795 
Tei 202,429.3000 
Fax 202.429.3902 
steptoe.com 


November 19, 2009 


The Honorable Dennis J. Kucinich 
Chairman 

Domestic Policy Subcommittee 

Committee on Oversight and Government Reform 

U.S. House of Representatives 

2157 Rayburn House Office Building 

Washington, DC 20515-6143 

Dear Chairman Kucinich: 

We represent CIGNA Corporation (“CIGNA” or the “Corporation”) and are writing in 
response to your October 22, 2009 letter to Mr. Thomas Richards. By agreement with your 
staff, our deadline for a response to your letter was extended to November 19, 2009. Please 
find below responses to your questions and document requests. 

Some of the information contained herein may be business sensitive and would cause 
commercial harm to CIGNA if it were to be publicly disclosed. To the extent that the 
Subcommittee is considering such disclosure, we request that you provide us notice and an 
opportunity to be heard on whether the publication of our responses or the release of the audio 
tapes would be appropriate under the circumstmees. We understand that your inquiry is for 
the public record in the context of an official Subcommittee hearing, but we do not view 
anything in either the House or Committee Rules that would prevent you from redacting our 
responses from public disclosure. We appreciate your discretion in this respect. 

Request#! : 

In 2004, CIGNA settled claims for delaying and/or denying claims for patients of self- 
refunded plans. And in 2009, CIGNA settled with the New York State Attorney General 
concerning its use of the Ingenix database. 

(a) What did CIGNA agree to do to settle those claims? Please include dollar 
amounts, if settlement included a monetary component, as well as all 
substantive and procedural changes implemented by CIGNA and its 
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subsidiaries (by name) as part of the settlement or as a result of the claims 
having been brought. 


(b) Has CIGNA settled other claims or state regulatory actions relating to the 
wrongful delay or denial of claims since 2004? If so, please include all 
relevant details of the settlement. If so, please also provide the Subcommittee 
with figures on the income and incentives received by executives responsible 
for operations that included the alleged activities that were the subject of 
settlement. 

CIGNA does not as a business strategy or practice delay claims processing or inappropriately 
deny claims. One of our principal imperatives as a provider of health and wellness benefits is 
to help health care providers achieve the best possible medical outcomes for our members. 
CIGNA does not consider costs of service in establishing coverage policy or in our decisions 
to provide access to care other than infrequent circumstances. Those infrequent occurrences 
arise when there are multiple items or services with equivalent safety and effectiveness, 
CIGNA's medical necessity policies and determinations are made by clinicians and are based 
on the most recently published scientific evidence. We consider both the safety and the 
effectiveness of health care procedures, treatments, devices, drugs, and diagnostic tests. 

Attachment A contains copies of two settlement agreements with respect to the multi-district 
litigation settled in 2004 referred to above. In addition, please find attached a copy of the 
settlement with the New York Attorney General relating to the Ingenix litigation. These 
documents reflect the monetary components as well as substantive changes implemented by 
CIGNA. 

With respect to individual settlement claims, please find below a chart reflecting (1) the total 
amount of claims CIGNA has paid since 2004, (2) the aggregate settlement amounts for each 
of those years, and (3) the number of settled lawsuits for each of those years. The first 
column is included as context for claim payment history, that is, the total settlement amounts 
over this period represent less than 0.01 percent of the total amount that CIGNA paid in 
claims. 


Year 

Total Value of Medical and 
Pharmacy Benefits Paid 
(Rounded) 

Aggregate Settlement 
Amounts 

Number of Settled 
Member Lawsuits 

2004 

$26,396,000,000 

$1,475,655.71 

69 

2005 

$25,392,000,000 

$ 553,791.55 

59 

2006 

$26,444,000,000 

$1,549,295.81 

50 

2007 

$29,217,000,000 

$ 611,512.12 

47 

2008 

$34,913,000,000 

$ 310,189.59 

33 


Additionally, Attachment B contains settlement agreements in two multi-party actions, 
CIGNA is prepared to discuss with you and your staff any additional information that we can 
provide pursuant to this request. 
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With respect to state regulatory actions, it is important for the Subcommittee to realize that 
the health insurance industry, including CIGNA, is subject to regular reviews from state 
insurance commissioners and other regulators. In particular, the states conduct “market 
conduct exams” (“MCEs”)” on a regular basis. The MCEs cover the full scope of CIGNA’s 
business. The following is a summary of actions over the last five years. 


Year 

Regulatory Actions 

Aggregate Settlement 
Amounts 

2004 

14 

$ 809,726.00 

2005 

11 

$ 310,609.48 

2006 

7 

$ 106,300.00 

2007 

9 

$ 975,900.00 

2008 

5 

$ 280,991.57 


Finally, in response to the last part of your inquiry, as stated above, CIGNA's medical 
necessity policies and determinations are made by clinicians and are based on the most 
recently published scientific evidence. The income and “incentives” of CIGNA executives or 
employees are not dependent on the approval or denial of claims. Therefore, we have no 
responsive data with respect to the third sentence of this inquiry. 

Request # 2 : 

In your testimony, you stated "In 2008, CIGNA processed approximately 91 
million claims for payment. More than 90 million of these claims were paid 
without question ... Of the approximately one million claims that did require 
prior authorization, all but 0.08 percent were approved on initial review." What 
is the value in dollars to CIGNA of the claims that CIGNA did not pay within 30 
days, 60 days, 90 days, 120 days? 

CIGNA holds itself to a high standard on the payment of claims. Our commitment to 
continuous improvement includes paying doctors, facilities, and other health care 
professionals on a timely basis. In 2008, 98.87 percent of claims were paid within 30 days, 
and 95.88 percent of claims were paid within 14 days. We track payment in 14-day and 30- 
day categories based on when we receive a “complete” claim. Please note that we do not 
track claims payment based on dollar amount and, as such, do not manage our claims payment 
inventory based on dollar amount. We work to pay claims as timely as possible regardless of 
the dollar value of the claim. 

Request #3 : 

Mr. Cummings asked that your company provide the Subcommittee with 
audiotapes of, and materials prepared for or about, internal meetings, known in 


3 




161 


StEPTOE SjOHNSONin. 


some companies as "town hall meetings," in which financial results, particularly 
the Medical Loss Ratio, are discussed with employees. 

Included in this transmittal are recordings of CIGNA “town hall meetings” conducted in 
2009. Attachment C contains copies of slides referenced in the audios for the specific 
meetings. 

Request #4 : 

Mr. Sehock asked what percent of reimbursed care is defensive medicine 
performed out of physician concerns about medical malpractice liability. 

CIGNA itself does not maintain any specific data on the amount of “defensive medicine” that 
physicians may perform out of concerns about medical malpractice liability. We look at the 
safety and the effectiveness of health care procedures, treatments, devices, drugs, and 
diagnostic tests requested for our customers when making access to care determinations. 

Provided below are citations for four publicly available studies that document and quantify 
the impact of “defensive medicine.” 

1. A May 1996 study in the Quarterly Review of Economics and Finance, by Daniel P. 
Kessler and Mark B. McClellan, estimated that 5-9 percent of total medical spending 
is due to defensive medicine 

2. A .lune 2005 study in the Journal of America Medical Association concluded that 93 
percent of Pennsylvania physicians surveyed reported practicing defensive medicine. 

3. A 2006 PriceWaterhouseCoopers study estimated that overall, approximately 10 
percent of the costs of medical services are attributed to the cost of litigation and 
defensive medicine. 

4. A November 2008 study done by the Massachusetts Medical Society found that 13 
percent of all hospital admissions and 30 percent of MRI/CT studies and specialty 
consultations were ordered due to malpractice concerns. 

Request #5 : 

Mr. Kennedy asked for tangible recommendations for creating metrics with 
which to evaluate the efficiency of the company’s Information Technology with 
respect to its performance in reducing waste, duplication and redundancy. 

CIGNA works closely with doctors and hospitals to reduce waste, duplication and 
redundancy. We are committed to addressing the needs of practicing physicians for 
administrative simplicity, and in that way contributing to improvements in patients’ 
experience. We propose that the following industry metrics will help to improve quality, 
outcomes and ultimately have a positive affect on health care costs. 
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Metric 1 : Percent of Electronic Administrative Transactions 

With respect to administrative interaction between providers and health plans, there are five 
primary touch points that benefit from the application of information technology: (1) 
eligibility verification, (2) claim submission, (3) claim status inquiry, (4) claim payment and 
(5) claim remittance. Electronic versions of these interactions, based on existing HIPAA 
standards, currently support 43 percent of all such activity across the industry. Conversion of 
the remaining activity to electronic means would yield $29.7 billion in savings across the 
industry (source: US Healthcare Efficiency Index, w'ww.ushealthcareindex.com 'l. We suggest 
metrics around these touch points. 

Relatedly, CIGNA is one of many major healthcare companies participating in a task force led 
by America's Health Insurance Plans (“AHIP”) to identify opportunities to simplify 
administrative interaction between health care professionals and healthcare companies. The 
goal of the task force is to reduce the administrative complexity that health care professionals 
experience when interacting with multiple healthcare companies. On October 5, 2009, 
CIGNA and other AHIP representatives Joined health care professionals to announce the 
kickoff of a technology test phase in Ohio. This will give doctors access to a new multi-payer 
web portal (i.e., a single website) designed to simplify their interactions with CIGNA and 
other health plans. The web portal will offer 15 administrative and clinical capabilities in 
real-time for eligibility and benefits inquiry, claim submission, claim status inquiry, referrals, 
and prior authorization. 

Metric 2: CORE Certification 

The Committee on Operating Rules for Information Exchange (“CORE”), established by the 
Council for Affordable Quality Healthcare (“CAQH”), was created to build consensus among 
health care industry stakeholders on a set of operating rules that enhance HIPAA transaction 
standards to further streamline electronic healthcare data exchange. The widespread adoption 
of CORE rules will help health care professionals receive more consistent and predictable 
data across multiple health plans. CAQH reports that 75 percent of commercially insured 
members are covered by health plans that are either CORE-certified or are in the process of 
achieving certification, CIGNA suggests adding CORE certification as a metric for each 
phase of CORE rules. 

Metric 3: Electronic Prescriptions 

Electronic prescriptions improve patient safety by allowing medication history and allergies to 
be evaluated at the point of care. We suggest a metric around the percentage of prescriptions 
enabled electronically for transmission. 

Metric 4: Electronic Lab Results 

There is significant value in making lab test results available electronically. It can reduce 
duplicative testing (reducing costs) and improve quality as well (providing a more complete 
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and accurate clinical picture to track health issues). We suggest a metric around the 
percentage of lab results available electronically. 

Metric 5: “Gaps in Care” Electronic Alerts 

“Gaps in Care” alerts are evidence-based care guidelines that shape appropriate interventions 
and medication adherence for a variety of chronic and acute conditions. Health plans often 
maintain the most comprehensive set of clinical data available for individuals today, and as 
such, programs to “alert” physicians to potential compliance issues with these care guidelines 
are common. 


Metric 6: Electronic Personal Health Records 

Consumer access to information has been accepted as a means of creating well-informed 
patients that have the ability to make better decisions working with their family and 
physicians. Personal Health Records (“PHRs”) are a comprehensive solution to providing 
records with information automatically populated with medical and pharmacy claim details, 
and often lab results. PHRs often present patient-specific educational resources driven by 
diagnosis/procedure codes in claim detail, benefits/coverage, family history, etc. 

CIGNA believes any suggestions to improve health plan performance must also focus on 
individual quality of care and health outcomes. Through these types of administrative 
simplification initiatives, we hope to reduce the time, effort, and expense related to the 
paperwork that burdens much of today’s health care system - while making it easier for health 
care professionals to interact with health plans. 

Re quest #6 : 

Mr. Conyers requested the compensation received by you, including deferred 
compensation, incentives and bonuses, in the last 5 years. 

Mr. Richards will provide the Subcommittee with his CIGNA compensation over the past 5 
years under a separate and confidential transmittal. On behalf of Mr. Richards, we ask that he 
be notified in advance of any public release of the information he is providing. 

Please contact me if CIGNA may provide any additional information or otherwise be of 
assistance to the Subcommittee. 



cc: The Honorable Jim Jordan 
Attachments 
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STATE OF NEW YORK 
OFFICE OF THE ATTORNEY GENERAL 


In the Matter of 
CIGNA CORPORATION 


Investigation No. 09-008 


ASSURANCE OF DISCONTINUANCE 
UNDER EXECUTIVE LAW S 63(151 


As authorized by Article 22-A of the General Business Law and Section 63(12) of the 
Executive Law, Andrew M. Cuomo, Attorney General of the State of New York, initiated an 
industry-wide investigation into certain business practices of health insurers, including CIGNA 
Corporation (“CIGNA”). The investigation concerns the system that health insurers use to 
reimburse consumers who have seen doctors' outside of the insurer’s network (commonly 
referred to as “out-of-network”). 

WHEREAS the Attorney General finds that health insurers typically promise to 
reimburse members^ for out-of-network care based on the feir market rate of the billed services, 
which insurers de.scribe as the “reasonable and customary,” “usual, customary and reasonable,” 
or “prevailing’’ rate; 

WHEREAS the Attorney General finds that the largest health insurers in the country and 
the State ofNew York, including UnitedHealth, Aetna, CIGNA and Wellpoint;" use schedules 


' “Doctors” and “physicians” refers to all nonfaoility healthcare providers unless the context indicates otherwise. 
^ “Members" refers to participants and beneficiaries in the insurer’s health care benefit plans unless the context 
indicates otherwise. 

3 Wellpoint's subsidiary. Empire BlueCross BlueShield, the largest insurer in the State ofNew York, uses the 
ingenix schedules to determine reimbursement rates. 
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(the “Ingenix schedules”) compiled by the same data company, namely, Ingenix, Inc. 
(“Ingenix”), in determining reimbursement rates'* for out-of-network care; 

WHEREAS the Attorney General finds that among Ingenix’s sources of information are 
the largest health insurers in the country and the State, including UnitedHealth, Aetna, CIGNA 
and Wellpoint; 

WHEREAS Ingenix is a wholly-owned subsidiary of UnitedHealth; 

WHEREAS the Attorney General finds that Ingenix has a conflict of interest in creating 
the schedules used as a basis for reimbursement by UnitedHealth; 

WHEREAS the Attorney General finds that health insurers have an incentive to 
manipulate the data they submit to Ingenix so as to depress reimbursement rates they determine 
using the Ingenix schedules, given their own reimbursement obligations toward consumers; 

WHEREAS the Attorney General finds that the Ingenix databases are a “black box” to 
consumers, who are left in the dark as to what reimbursement rates to expect for their out-of- 
network care; 

WHEREAS the Attorney General finds that consumers should not be required to write 
effectively a blank check for out-of-network services, but should instead be able to shop 
intelligently for those services before choosing their doctors; 


^ “Reimbursement rates" refers to out-of-network reimbursement rates defined by reference to physicians’ billed 
charges, currently referred to as the “reasonable and customary,” “usual, customary and reasonable," "prevailing” 
rate, and “average, prevailing,” or similar language. 
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WHEREAS most insured Americans have insurance plans allowing them to choose their 
own doctor;’ 

WHEREAS the Attorney Genera! finds that this is a national problem affecting millions 
of consumers who are generally responsible to pay out-of-network bills irrespective of how 
much their insurers decide to reimburse them; 

WHEREAS the Attorney General finds that the system that is meant to reimburse 
consumers fairly as a reflection of the market is instead wholly owned and operated by the 
industry; 

WHEREAS the Attorney General finds that a solution requires that the healthcare 
system be fundamentally reformed by creating a new, independent database, not controlled by 
any insurer, to be used for determining fair and accurate reimbursement rates; 

WHEREAS the Attorney General finds that a website should be made available to the 
public to disclose reimbursement rate information and to educate consumers, bringing much 
needed transparency to the out-of-network system; and 

WHEREAS the Company has agreed to comply with the provisions of this Assurance of 
Discontinuance (the “Assurance”) in accordance with New York Executive Law Section 63(15). 


5 These include managed care plans with out-of-network options as well as indemnity plans, which frequently 
reimburse members based on usual and customary rates. 

-3- 
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CIGNA CORPORATION 

1 . CIGNA is a Delaware corporation with executive offices located in Philadelphia, 
Pennsylvania. 

2. “Company” or “CIGNA” means CIGNA Corporation and each and every one of 
its divisions, subsidiaries, and affiliates. An “affiliate” of the Company encompasses any entity 
that controls, is controlled by. or is under common control with the Company. For purposes of 
all terms and conditions of this Assurance that are to be performed or satisfied in the future, 
“Company” shall include future divisions, subsidiaries, and affiliates of the Company, including, 
but not limited to, any entities or operations that the Company may hereafter acquire, or merge 
with, or otherwise become affiliated. 

THE ATTORNEY GENERAL’S INVESTIGATION 

3. During 2007 and 2008, the Office of the Attorney General (the “OAG”) received 
complaints that consumers did not understand how health insurers computed reimbursement 
rates or how to challenge those determinations. Consumers questioned the rates of 
reimbursement for out-of-network care. Accordingly, the OAG initiated an investigation of 
certain insurers’ determination of reimbursement rates for out-of-network services. 

4 . During the course of the investigation, the OAG collected and reviewed 
documents, analyzed data, and consulted with representatives of insurers, consumer advocacy 
groups, medical societies and organizations, and experts in the fields of health care economics 
and statistics. 
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STATUTORY BASES 

5. The OAG investigated whether certain of the Company’s alleged acts, practices, 
and omissions above violated: (a) Section 349 of the New York General Business Law, which 
prohibits deceptive acts or practices in the conduct of any business, trade, or commerce in the 
State of New York; or (b) Section 2601(a) of the New York Insurance Law, which prohibits 
insurers from engaging in unfair claims settlement practices. 

6. In addition, the OAG investigated whether the Company’s alleged acts and 
practices constituted repeated or persistent fraudulent and illegal conduct in violation of New 
York Executive Law Section 63(12). 

FINDINGS OF THE ATTORNEY GENERAL 

7. Health insurance is a valuable employee benefit or consumer purchase. Clear and 
accurate information is critical to consumers making healthcare decisions, including the choice 
of physician. 

8. Certain health insurers offer lower premiums in connection with health plans 
where members agree to confine themselves to preferred “networks” or lists of physicians or 
other healthcare providers. These providers, in turn, agree to provide services for negotiated 
lower rates. Certain insurers charge higher premiums in connection with health plans that afford 
members the right to select providers from outside these preferred networks. These “out-of- 
network” providers have not contracted with the health insurers to provide services to members. 
For members who wish to see these out-of-network providers, insurers frequently promise to 
reimburse a percentage of either the actual amount of the charge or of the usual and customary 
rate, whichever is less. 


- 5 - 
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9. UnitedHealth’s wholly-owned subsidiary Ingenix maintains the Prevailing 
Healthcare Charges System (“PHCS”) and Medical Data Research (“MDR”) databases 
(collectively, the “Ingenix Databases”) with data contributed by various insurers and other 
entities. The ingenix Databases generate the Ingenix schedules that are widely used by health 
insurers as a benchmark in determining reimbursement rates. 

10. The O AG investigated numerous issues concerning the ingenix Databases, 
including, but not limited to: (a) whether UnitedHealth’s ownership of Ingenix creates a 
potential conflict of interest in determining reimbursement rates; (b) whether Ingenix 
manipulates the Ingenix Databases by deleting valid “high” charges and deleting proportionately 
more “high” charges than “low” charges; (c) whether some data contributors themselves delete 
valid “high” charges from the data they submit; (d) whether the Ingenix Databases contain 
information about the out-of-network provider’s training and qualifications, the type of facility 
where the comparative service was provided, and the patient’s condition; (e) whether Ingenix 
pools data from dissimilar providers (such as nurses, physician assistants, and physicians) for use 
in the Ingenix Databases; and ( f) whether Ingenix audits data from data contributors to ensure 
that they have not included, among other things, negotiated or discounted rates. 

1 1 . The Attorney General finds that UnitedHealth has a conflict of interest in owning 
and operating the Ingenix Databases in connection with determining reimbursement rates. 

“Usual and customary rate” is a form of market rate designed to reflect how much doctors 
typically charge for the healthcare service in question. UnitedHealth subsidiaries have an 
obligation to reimburse members a percentage of the “usual and customary rate,” depending on 
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the particular benefit plan of the insured. This gives UnitedHealth a financial incentive to 
understate the “usual and customary” rate so as to reduce the amount reimbursed to consumers. 

1 2. The Attorney General finds for the same reason that other health insurers have a 
conflict of interest in using the Ingenix Databases in determining reimbursement rates. 
Furthermore, other health insurers have a financial incentive to manipulate the data they provide 
to the Ingenix Databases so that the pooled data will skew reimbursement rates downward. 

When combined with Ingenix’s lack of incentive to audit the data it receives and pools, 
consumers are at risk of under-reimbursement. 

13. The largest health insurers in the country and in New York have for years used 
the Ingenix schedules as a benchmark for determining reimbursement rates for out-of-network 
care, making Ingenix the industry leader in this area. 

14. The “usual and customary rate” is designed to reflect the market and as such 
should be determined by an independent third party free of conflicts of interest. The Attorney 
General rejects the notion that a health insurer can fairly determine market rates which the 
insurer knows it will be obliged to use as a basis for reimbursing consumers. 

1 5. The basis and process of determining reimbursement rates is a black box to the 
consumer. Health insurers do not explain how they arrive at these rates and do not disclose their 
conflicts of interest. The lack of pricing and reimbursement information available to healthcare 
consumers is striking. Given the cost of healthcare and health insurance, it should go without 
saying that consumers need clear and accurate information before choosing their health insurance 
and before deciding whether to see an out-of-network doctor or other healthcare provider. Yet 
consumers typically do not know what they will end up owing before they go out of network. In 
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effect, they are asked to write a blank check for healthcare services without any meaningful 
information about the extent of reimbursement they should expect. Under these circumstances, 
consumers have practically no ability to shop intelligently for services in the out-of-network 
market and this problem must be remedied. 

16. The structure of the out-of-network reimbursement system is broken. The system 
that is meant to reimburse consumers fairly as a reflection of the market is instead wholly owned 
and operated by the industry. The determination of out-of-network rates is an industry-wide 
problem and accordingly needs an industry-wide solution. Consumers require an independent 
database to reflect true market rate information, rather than a database owned and operated by a 
health insurance company. A viable alternative that provides rates fairly reflecting the market 
based on reliable data and unbiased standards should be created to solve this problem. 
Specifically, an independent database should be set up to determine rate information by receiving 
and analyzing millions of pieces of claims data or other relevant billing information for the full 
range of healthcare services across the United States. 

1 7. Moreover, consumers should be able to find out the rate of reimbursement before 
they decide to go out of network, and they should be able to find out the purchase price before 
they shop for insurance policies or for out-of-network care. 

1 8. The groundbreaking reforms established by this Assurance will revolutionize the 
antiquated, conflict-riddled system used by hundreds of insurers across the country and affecting 
millions of Americans. The new system will independently and rigorously determine the 
prevailing rate of healthcare services. And, for the first time, the public will be able to learn the 
prevailing rate of healthcare services before choosing their doctor. 
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IT NOW APPEARING THAT the Company desires to resolve the conflict of interest 
questions and help provide transparent information for consumers in the out-of-network setting; 

THEREFORE, the OAG and the Company hereby enter into this Assurance as follows: 

REFORM OF THE INDUSTRY 

19. This Assurance accomplishes the Attorney General’s goals of reforming the out- 
of-network reimbursement system by creating an independent database for out-of-network rate 
purposes and increasing transparency for consumers by creating a website to inform and educate 
the public about reimbursement rates. 

20. A qualified, independent, university-level school of public health or other 
appropriate school in New York (the “School”) will be selected to establish and operate an 
independent database (the “New Database”) for academic research and as a tool for determining 
reimbursement rates. 

21 . The School will perform the functions described herein through a New York not- 
for-profit corporation (the “Not-for-Profit Company”), which will have a representative board of 
directors approved by the OAG. 

22. The Not-for-Profit Company, as determined by the OAG, will be the owner and 
operator of the New Database. The Not-for-Profit Company will collect the data from data 
contributors and convey rate information to the recipients for reimbursement rate purposes, and 
will publish rate information for industry users and the public in a transparent way. 

23. The Not-for-Profit Company will make rate information from the New Database 
available for academic research and to health insurers to help determine reimbursement rates for 
a period of at least five years. The School and/or the Not-for-Profit Company will also seek to 
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solicit data from other health insurers and contract witii other health insurers to establish itself as 
the independent, credible source for reimbursement information nationwide. 

24. The Not-for-Profit Company or other entities as determined by the OAG will 
create a website available to the public to disclose out-of-network reimbursement rates for 
healthcare services in relevant geographic locations, and provide consumer education services in 
the area of health care. The website is described in further detail in Paragraphs 32 and 33 of this 
Assurance, 

25. The Company shall give the School and/or the Not-for-Profit Company all data 
for all avaiiable years and all methodologies, computer programs used to accept and analyze the 
data, and the code forensics (changes in the codes over time) relating to the Ingenix Databases 
reasonably necessary in the judgment of the OAG to establish and operate the New Database (the 
“Database Materials”). The Company shall cooperate fully with the School and the Not-for- 
Profit Company and render all requested information and assistance, technical and otherwise, 
including any requested measures with respect to existing data, reasonably necessary in the 
judgment of the OAG to establish expeditiously and operate the New Database and the 
Consumer Website. 

26. The Company shall contribute the sum of $10 million (the “Sum”) for the benefit 
of the Not-for-Profit Company or other entities as determined by the OAG to fund the 
establishment and operation of the New Database and the website described in this Assurance, 
related services, and consumer education efforts. The Company shall pay the Sum to the Not- 
for-Profit Company as directed by the OAG under such terms and conditions, and in such 
increments and on such dates, as the OAG directs. 
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27. The School and the Not-for-Profit Company shall use their best efforts to ensure 
that the New Database is available for use as soon as possible after the signing of the Database 
Agreement described in Paragraph 3 1 of this Assurance. 

28. The OAG will notify the Company when the New Database is available for use by 
the Company. Within sixty (60) days of such notification (the “Notification Date”), the 
Company shall cease using the Ingenix Databases to determine reimbursement rates, irrespective 
of any disclaimer by Ingenix. Also within sixty (60) days of the Notification Date, unless 
excused by the OAG, the Company shall use the New Database in determining reimbursement 
rates for a period of five years, and shall not own, operate, or ftmd any other database product 
that provides data pooled from more than one insurer to other health insurers for determining 
reimbursement rates. 

29. The Company shall contribute all claims data requested by the OAG and/or the 
Not-for-Profit Company for a period of at least five (5) years from the Notification Date. The 
Company shall endeavor to provide data that is as accurate and reliable as possible, in the form 
and manner requested by the Not-for-Profit Company. During the five-year period, the 
Company shall not be required to pay a fee for the use of the New Database for determining 
reimbursement rates. 

30. The School will nominate for the OAG’s approval a qualified person or entity to 
monitor the progress of the School and/or the Not-for-Profit Company in performing 
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the functions described in this Assurance (the “Contract Monitor”). The Contract Motjitor wilt 
be paid from the Sum described in Paragraph 26 ofthis Assurance. The Contract Monitor will 
report periodically to the OAG on such terms and conditions as the OAO will direct. 

3 1 . The OAG will enter into a separate agreement (the “Database Agreement”) with 
the School and/or the Not-for-Profit Company governing the functions described in this 
Assurance. The Company understands that the OAG will have total discretion to negotiate the 
terms and other contractual arrangements with the School and/or the Not-for-Profit Company, 
including duration, services, use of financial proceeds, budgets, deadlines, cancellation, 
publication, websites, data sharing and any other terms and conditions the OAG deems 
appropriate. In the event that the OAG cancels the agreement with the School and/or the Not- 
for-Profit Company, or selects a new school or not-for-profit company to perform the functions 
described herein, this Assurance shall remain in full force and effect, and the OAG shall notify 
the Company how to disburse any remaining portion of the Sum described in Paragraph 26 of 
this Assurance. 

CONSUMER WEBSITE 

32. The Not-for-Profit Company will create a website (the “Healthcare Information 
Transparency Website” or “HIT Website”) accessible to the public. The HIT Website will 
include a search ftmolion that permits users to select medical services and the zip codes for the 
areas where the services are sought. The search result will indicate clearly the prevailing charge 
amount at a stated percentile in a given geographic area, or a range of charges, from the New 
Database. With the search result, the HIT Website will remind consumers who access the site 
that their insurers or third-party administrators determine reimbursement amounts by reference to 
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the applicable benefit plan document, and that the plan’s sponsor or claims fiduciary may 
administer such benefit plan by applying a predetermined percentile of the New Database, 
various reimbursement policies, co-insurance, and deductibles in determining the actual 
reimbursement amount, or may determine reimbursement amounts using a mechanism other than 
the New Database or other databases of provider charges. The HIT Website will advise 
consumers to refer to applicable benefit plan documents or the consumer’s plan administrator or 
insurer for further information regarding the consumer’s individual plan. With the search result, 
the HIT Website also will remind consumers that they may be financially responsible for the 
balance of their providers’ charges that exceed the amounts paid by their insurance or health care 
benefit plans. 

33. The HIT Website also will describe in a transparent manner the purpose of the 
website, the search function, and how a health care benefit plan’s reimbursement rate standard or 
other benchmark for determining reimbursement for out-of-network health care services may 
impact consumers’ out-of-pocket costs. The School and the Not-for-Profit Company will use 
commercially reasonable efforts to launch the HIT Website within ninety (90) days after the first 
release of the New Database is available for use. 

MEMBER DISCLOSURES 

34. Within ninety (90) days after the Effective Date defined in Paragraph 49 of this 
Assurance, the Company shall provide additional information to its members on the Company’s 
internet website portal accessible to members (the “Website”) concerning the New Database and 
explaining the Company’s method of determining reimbursement rates. The Company shail 
disclose to its members on the Website any transitional use of any Ingenix Databases, including 
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the fact that Ingenix is owned by UnitedHealth. The Company also shall revise as applicable its 
benefit plan documents and disclosures to members, or in a separate writing to members 
approved in advance by the OAG, to describe clearly and accurately its out-of-network 
reimbursement policies and to disclose any transitional use of any Ingenix Databases, including 
the fact that Ingenix is owned by UnitedHealth, within a commercially reasonable time after the 
Effective Date. 

NOT EVIDENCE; NO ADMISSION OF LIABILITY 

35. In no event shall this Assurance, in whole or in part, whether effective, 
terminated, or otherwise, or any of its provisions or any negotiations, statements, or proceedings 
relating to it be construed as, offered as, received as, used as, or deemed to be evidence of any 
kind in any action or proceeding, except in a proceeding to enforce this Assurance. Without 
limiting the foregoing, neither this Assurance nor any related negotiations, statements, or 
proceedings shall be construed as, offered as, received as, used as, or deemed to be evidence, or 
an admission or concession of liability of wrongdoing or breach of any duty on the part of any 
party, or as a waiver by any party of any applicable defense, including without limitation any 
applicable statute of limitations. None of the parties waives or intends to waive any applicable 
attorney-client privilege or work product protection for any negotiations, statements, or 
proceedings relating to this Assurance. This provision shall survive termination of this 
Assurance. 

DISCONTINUANCE OF INVESTIGATION 

36. The OAG shall discontinue its investigation of the Company with respect to the 
conflict of interest issues described in this Assurance. The Attorney General reserves the right to 
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seek financial relief such as restitution. 

COSTS 

37. The Company shall pay the amount of $60,000 to the OAG for costs incurred by 
the OAG in its investigation of the Company. The Company shall make this payment within 
thirty (30) days following the Effective Date of this Assurance. 

COMPANY TO BEAR COSTS 

38. The Company shall not seek contribution or indemnity for the funding of the 
OAG costs or payments made to the Not-for-Profit Company in connection with the New 
Database from managed care or health insurance companies based on their operation of or 
submission of data to the Ingenix Databases, the State of New York, the New York State 
Department of Civil Service, or any other employer, agency, authority, and/or other entity that 
participates in the New York State Empire Plan (the “Empire Plan”), or any other plan offered 
through the New York State Health Insurance Program or any other employer, government 
agency, authority and/or other government entity. 

MONITORING BY THE OAG 

39. The OAG may request documents and information from the Company to confirm 
that the Company is in compliance with the terms of this Assurance, and the Company shall 
cooperate in responding to the OAG’s requests. 

40. This Assurance does not in any way limit the OAG’s right to obtain, by subpoena 
or by any other means permitted by law, documents, testimony, or other information to 
determine whether the Company has complied fully with this Assurance. 
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JURISDICTIONS THAT REQIHRE USE OF INGENIX DATABASES 

41 . To the extent that any jurisdiction currently requires the Company to use the 
Ingenix Databases as the basis for determining reimbursement for out-of-network health care 
services, the Company shall notity the appropriate regulatory authority of this Assurance within 
sixty (60) days of the Effective Date. To the extent that any regulatory authority informs the 
Company that the provisions of this Assurance are inconsistent with the pertinent requirements 
of law, regulation, contract under its purview, the Company promptly shall notify the OAG. 

MEMBERS’ RIGHTS; LEGAL CONFLICTS 

42. To the extent any provisions of this Assurance provide greater benefits to 
members than that required under the laws or regulations of the State of New York, any other 
State or Territory of the United States, or the United States as of the Effective Date or later, 
then the terras of this Assurance shall prevail. 

43. Nothing in this Assurance is to be construed as narrowing or limiting any 
member’s rights or any of the Company’s obligations under the laws of the State of New York or 
the United States, or any applicable regulations thereunder. In the event there is an unresolved 
conflict between the requirements of the AOD and the laws of another jurisdiction or the express 
language of an existing contractual obligation by the Company, the OAG will resolve the 
conflict so as not to impose additional liability on the Company for complying with this 
Assurance. 

DEADLINES 

44. In the event that the Company in the exercise of good faith is unable to comply 
with a deadline prescribed in this Assurance, the Company may request additional time from the 
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OAG to comply with the relevant provision. 

GAG’S AUTHORITY 

45. Nothing in this Assurance in any way limits the OAG’s ability to investigate or 
take other action with respect to any non-compliance at any time by the Company with respect to 
this Assurance, or the Company’s noncompliance with any applicable law with respect to any 
matters. 

VALID GROUNDS AND WAIVER 

46. The Company hereby accepts the terms and conditions of this Assurance and 
waives any right to challenge it in a proceeding under Article 78 of the Civil Practice Law and 
Rules or in any other action or proceeding. 

CORRESPONDENCE AND PAYMENT 

47. All correspondence and payment that the Company submits to the OAG 
concerning this Assurance or any related issues is to be sent to the attention of the person 
identified below or his successor; 

James E. Dering, Esq. 

Deputy Chief, Health Care Bureau 

Office of the New York Attorney General 

The Capitol 

Albany, NY 12224-0341 

All checks issued pursuant to this Assurance as agreed payment of the OAG’s costs shall be 
made out to “State of New York Department of Law” and reference “Investigation No. 09-008.” 

MISCELLANEOUS 

48. The Company shall not take any action to make or permit to be made any public 
statement denying, directly or indirectly, any findings of the Assurance or creating the 
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impression that this Assurance is without factual basis. Notwithstanding the above, nothing in 
this Assurance shall affect or limit the Company’s rights or legal or factual defenses in any 
litigation not brought by the New York State Attorney General, including but not limited to the 
Company’s right to take any legal or factual positions in defense of litigation related to its use of 
Ingenix schedules. 

SUCCESSORS 

49. This Assurance and all obligations imposed on or undertaken by the Company are 
binding upon and enforceable against any subsequent owner or operator (whether by merger, 
transfer of control, contractual arrangements, or other means) of the Company. 

EFFECTIVE DATE 

50. This Assurance is effective upon the date of its last signature (the “Effective 
Date”), and the document may be executed in counterparts, which shall all be deemed an original 
for ail purposes. 

GOVERNING LAW 

51 . This Assurance and all agreements, exhibits, appendices, and documents relating 
to this Assurance shall be construed under the laws of the State of New York, excluding its 
choice of law rules. 

NO PRESUMPTION AGAINST DRAFTER 

52. None of the parties shall be considered to be the drafter of this Assurance or any 
provision for the purpose of any statute, case law, or rule of interpretation or construction that 
would or might cause any provision to be construed against the drafter hereof. This Assurance 
was drafted with substantial input by all parties and their counsel, and no reliance was placed on 

any representation other than those contained in this Assurance. 

- 18- 



323 


DIVISIONS AND HEADINGS 

53. The division of this Assurance into sections and subsections and the use of 
captions and headings in connection herewith are solely for convenience and shall have no legal 
effect in construing the provisions of this Assurance. 

ENTIRE AGREEMENT; AMENDMENT 

54. This Assurance, including its exhibits and appendices, contains an entire, 
complete, and integrated statement of each and every term and provision agreed to by and among 
the parties, and the Assurance is not subject to any condition not provided for herein. This 
Assurance supersedes any prior agreements or understandings, whether written or oral, between 
and among the OAG and the Company regarding the subject matter of this Assurance. This 
Assurance may be amended or modified only as provided in a written instrument signed by or on 
behalf of all signatories to this Assurance {or their successors in interest). 

AUTHORITY 

55. Bach Person signing this Assurance on behalf of a party represents and warrants 
that he or she has all requisite power and authority to enter into this Assurance and to implement 
the transactions contemplated herein, and is duly authorized to execute this Assurance on behalf 
of that party. 
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AGREED TO BY THE PARTIES: 
Dated: January ^ 2009 


CIGNA CORPORATION 



Carol Ann Petren 


Name 

Executive Vice President 

and General Counsel 

Title 
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CONgTORNTTAI. SETTLEMENT AGREEMENT AIO? MDTUAL BELEASE 

This Confideutisl Setttenaat Agreement and Mntual Release (“Agreement”) is made and 
entered iato by and among Connectfcut General Life Imniiarice Company, including all 
mranbcrs, directors, officeis^agents, attorneys, stodcholdeis, eogiloyeea, contractors, parrats, 
subsidiaries, afBlUes, successors, assigns, servants, heirs, eicecutor^ administrators, and 
pre&cessots (“COUC”), on the one band, and, on toe other band, Alexander Gross and Fermi 
Alper, individually aM as next friends of Samuel S. Gross, and Samnel Gross, through next 
friend Alexandra Gross and Fermi Alper (“Plaintiffs”). The parties to this Agreement may be 
reftaied to collectively herein as the “Partiea” 

WHEREAS, PWntifis brought certain litigation against CGUC styled firn.<ia 

etal.Y. Connecticut General Life Ins. Co. d/t/aCIOKA. subsequently removed to tl® United 
States District Court fer tile Nbithem District of Georgia, pending undw Chil Action File No. 
l:04-ov-1000 (WSD) (the ‘Xitigation"), arising from apblicy of insurance bsned by CXjUC to 
the Sontbran Medical Association that provided certain CO verage to Plaintiffi. 

WEEREAS, CGUC and Plaintifi^ now desire to errter into this Agreement to provide flrr 
cratain payments and covenants in fell settlement, compromise, and discharge of all claims that 
are or might have been asserted by PlaintiSi in t^ Litigation. 

WHEREAS, CGUC and PlaintifS frirther desire to entra into this Agreemerrt to govern 
toe submission and coverage of certain insntance claims going ferward, as ^lectSed berran, to 
avoid fiitnre similra disputes. 

Now, therefore, in consideration of the payment, covenarrts, rmdertakmgs and 
leprescntationa described her^ and otiira good vaWble consideration, the lecefot and 

sriscieiKy of which ate acknowledged, the Parties hereby agree as follows: 

1. PAlfMENT 

Wtffain 10 business days of Plaintiff securing rggiroptiate qgaoval for the frill 
coiriiromise of the Litigation and to eirter into tlus Agreement, as specified herein, and qpon 
djsmi^al of the Litigation with pt^udke, as specified Itetein, CGUC will pay to Plaintiflh a 
total amount of $500,000 in consideration of ^ releases of all claims against COUC and the 
other agreemaits, covenants, and warranties cotttalned herein. 

2. RELEASES 

(a) PlaintifEi, and each ofthem, hereby relrase and foievw discharge CGUC from all 

(0 past or {xesent claims Bctfons, causes of action, rights, damages, and all other eigienses or 
congiensation of any nature vdiatooevra, -ndietora known or unknown, that were asserted or could 
have been assrated in tim Litigation and (u) fatvas drums, actions, causes of action, rigllts, 
dauEge^ and all oflw espraises or compensation of any nature whatraievra, whetirar known or 
unknown, timt acraut^ arise or are otherwise acquired as a result of actions or events that 
occurred or transpired in wMe or in part prior to toe execution of this Agreement, for injuries, 
losses or damages, eiqienses, liability and obligations of every kind or character (itxdnding 
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attomeys fees or expenses of Btigatioii) that were assKted or conld have been asserted in the 
litigation. 

(b) CGUC hereby releases and forever discharges Piaintiffifiom all ©past or 

;aes«it cUms, actrans, causes of action, rights, damages, and aU other expenses or cong>ensation 
of any natnre vrtiSsoevEr, ■whether known or unknown, that ■were asserted or could have been 
assented is the Litigatxm and GO &ture ctahns, actions, causes of action, rights, damages, and all 
otte oqiHBes or cosgicnsatiDn of any nature whatsoever, whether known or uiilamwn, that 
accrue, arise or are ottetwise acquired as a result of actions or events that occurred or transpired 
in whole or in part prior to the execution of tbia Agreement, fi>r injuries, losses or damages, 
er^enses, Ikbili^ and obtigstioDs of every Idiid or characta including attorneys fees or 
expenses of litigstios) that were ass^ed or could have been asserted in the Litigatioa 

3. COVERAGE UMITATIONS 

(a) Plaintiff agree that, in addition to all other ^licable policy terms, conditions, 
snd Utahans, no Anther payment shall he made or coverage pio-vided by CGLIC, including 
mute the existh^ SMA poUi^, for expenses incurred by or for Samnei Gross for or in 
conuBotiDn -with speech foerapy, occu^onal thenpy, physical therqiy, vocational 
idbabSitation, betovioral training, or training or educational therapy for, arising fiom, or in 
contfflction with teaming disabilltiea, developmental delays, autism, or related conditions. 

(b) PlainASi Anther; (D agree that Plaintiffi shall not submit claims for payment or 
teimbttrsmoein for the services described inpatagr^fa) above; (ii) agree that Plaint^ shall 
infomany provider of the services described above that F]ainti£& are AiUy responsible for 
payment of all charges in connection with the services described abo've and that the providers 
should not submit claims for such services to C(3IC or any of its aABliatea; (ni) agree to 
indemni:^ and hold harmless C^IC and its affiliates Aom any claims for the payment A>r foe 
services described in paragt^h (a) abo've by or on behalf of wy person or provider; and (iv) 
covenant not to sue for or irk connection 'wifo such daims or foe denial of such claims in ^ 
fatnre. 


4. CUOMS OF SAMOEL GROSS 

(a) Plaintif&AlexaDdeiOioasandPetmiAiperwatrantfoatlhcyhBveorfoBll 
eiqieditious^ obtain any anfoority or appro-vai necessary, including from any Eppropriate court, 
for the conpiufflise of any claims asserted by Samuel Gross or otherwise to bind Samuel Gross 
to foe terms of tUs Agreement 

(b) PlBinti£& Alexander Gross and Fermi Afocr agree to indemnify, defend, and boM 
harmless CXllJC fiom ai^ claims foat may be asserted by or on behalf of Samuel Gnm that 
would have been released or conpromised as part of this settlement had Samuel Gross had fidl 
edacity to agree to such terms. 
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S. DISMISSAi OF THE LITIGATION 

Upon execution of this Asceemeut hy all Parties, Plaintiffi will dismiss die LMgatiba 
withptejudjee. 


6. CONFIDENTIALITY 

The Parties may disclose (he 6ct of their settiement but ottewise t^ree that they will not 
disclose any tenas of this Agreement, mcluding the amount of die settlement, or any noorpablio 
infinmatioii related to dilutes betwem the parties print to execution of this Agreenieiit except 
(0 as necessary to enforce tl» terms of this Agteemenl, (if) as may be necessary to conqily with 
any statute, i^jilatfcai, or law otOIO&t financial reporting or tax purposes. latheevent 
disdosare is made tmdet any of the foregoing exceptions to this conf identi al it y piwvisfon, the 
disefosing patty wili take leasonabfo steps to protect tla confidentisHty of the infbTmatkm. 
Nothing herein shall limit the ability or right of the parties to disclose sity information to related 
corporations or entitka, accountants, auditots, attorneys, or others that m^ require such 
tnfonnation in connection with the business of the parties. 

7. ATTORNEYS’ FEES AND COSTS 

The Parties agree that eadt shall bear its own attorneys’ foes and costs arising fiom the 
actions of hi own counsel, ar^ litigation between these parties, this Agreement, and the matters 
and documents refoned to herein, and any and all other related mattots. 

S. ENTIRE AGREEMENT 

Tbs Agreem en t contains the entire and sole agreement between the Patties and shall be 
binding upon aid inure to the benefit of tiieir executors, administrators, persenal represerUatives, 
heirs, successors, assigns, afBiiatesiSubsidiaties and parent corporations. The Parties agree that 
there are and were no oral or written rq u eseiit ations, wananties, understandings, stgmlatiDns, 
agreements or other piomisea pertaimng to this Agreement that are not incorporated in writing in 
thisAgreemmit. NeWier this Agreement rtaclfnot any terms or proyisions hereof shall be 
amended, modified, or abrogated, except upon written agreement executed by the Parties. 

9. GOVERNING LAW AND FORUM FOR DISPUTES 

(a) The Fatties agree tmdackrarwledge that this Agreement shall be construed and 
intecfueted in accordance with the substantive law of the State pf Georgia, without regard to its 
choice of law rules, and in !x> event will it be construed in a manner inoonsistent with Georgia 
law, 


(b) The Patties Imreby consent to the jurisdiction of any local, state, or foderalcoiot 

sittir® in FulttHi County, Georgia fisc adjudicBtiorr of ai^ disrate arising ftom, or related k. any 
way to, the sul^eot matter of this Agremnent Eadi oftte Parties herol^waivBsany objection to 
the exercise of personal jurisdiction by any local, state, or federal court sitting in Fulton County, 
Geor^ 


PageTofS 

PKEW'!KVDAISW1ll;32;l9AM!EJStHnl)Ji!lpr!ii6l'miimFj«!3‘DSS«‘(M:4^^ 



328 


AUG-01-2006 fUE 10:33 AM mw 


S4043521 285 P. 006 


10. sEVERABHomr 

If any paiagtq])), sufapatagri^li, sentence, or ciaose of this Agreement shall be adjudged 
iUegal invalid, OT’unoi&iceaUe, the I^noe and remainder of this Agreement shall remain in 
fell force and e&et 

11. EXECUTION IN COUNTERPARTS 

This Agreement may be executed in counteparts, each of which shall be deemed an 
original artd, together, shall constitute one and the same agreement 

IX NEGOTIATION AND COMPREHENSION OF DOCUMENT 

(a) In entering into tins A g reement cadi of the Parties represents tp the others (9 that 
it has relied upon the advice of its respective attomeyfs) and other adviaot(s), who are of its own 
choosing, (iQ that it has not relied on any advice from ^ other or &om any attorney or other 
advisor the other, and (ill) tiiat it has conqpletehr read and understands t^ tmms of this 
Agreement and that those terms are fidly understood and volunlarily seeded by it 

(b) The Parties acknowledge and agree that this Agreement is the result of 
negotiations between the Patties, each having its own legal counsel, and that no legal 
presungition will arise against either party as the drafter. 


[Signatures on next page] 
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WHEREFORE, the Parties have set their hands; 

ALE3CANDER GROSS, iadividnally and as Approved as 

nest fl^nd of Saomel Gross 




f 1 


Date: “7 J 

i jttij 



PENNI ALPBR, iaEvidtally and as next 
Mend ot^masi Gross 


Date: 




SAMUEL (BOSS, dson^ nsct fiiends 
Alexandff (3ioss a^ Peoni Alper 


Alexander pro; 
Date; ^3 


WKZZJaimj 

'emiAlpec- 





if%henC.< 

Georgia Bar No. 019650 
JofanR KiEeen, Esq. 

Geoigia Bat No. 417557 

BODKER, RAMSEY, ANDREWS, 
WINOGRAP & WILDSIBIN, P.C. 
One Securities Cenlie 
3490 Piedniont Road, N.E. 

Suite 1400 

Atlanta, (Seotgia 30305-4808 
(404)351-1615 (telq?hone) 

(404) 352-1285 (fecsiniile) 

Attorneys for Plahttiffo 


CONNECTICUT CENERAL LIFE Approved as to form: 

INSUBANCB COMPANY 


St— 

Its:. 


Date: 


Matthew J. Calvert 
GeorspaBaiNo. 105340 
Benjamin F. lohnson IV 
Georgia Bat No. 395405 


HUNTON & WILLIAMS LLP 
Bank of Atactica Plaza, Suite 4100 
600 Feachliee Street, NR 
Atlanta, Georgia 30308-2216 
(404) 888-4000 (toliqthmie) 

(404) 888-4190 (feesimile) 


Attorneys for Connecticut General Life 
Insurance Company 
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EXHIBIT I TO MOTION FOR PRELIMINARY APPROVAL OF REVISED 
SETTLEMENT AGREEMENT AND PROPOSED PLAN OF NOTICE AND FOR 
CONDITIONAL CLASS CERTIFICATION 
UNITED STATES DISTRICT COURT 
DISTRICT OF MAINE 


Kimberly Sylvester, Lisa Steinbeiser-Maurer, Carolee ) 
Lindsey, Roger Cromwell, Jennifer Byrd, Janice ) 
Bayne, Robin Mitchum and Gladys Hall, as ) 

Personal Representative of the Estate of David Hall, ) 
on behalf of themselves and all other persons similarly ) 
situated, ) 

) 

Plaintiffs, ) 

) 

V. ) 

) 

CIGNA Corporation d/b/a CIGNA Healthcare, ) 

CIGNA Holdings, Inc., Connecticut General ) 

Corporation, CIGNA Health Corporation, ) 

Hcalthsource, Inc., Healthsource Management, Inc., ) 
CIGNA Insurance Group, Inc., 6'k/a Healthsource ) 
Insurance Group, Inc., Healthsource Corporate ) 

Services, Inc., Healthsource Employer Services, Inc., ) 
Healthsource South, Inc., Employee Benefit Plan ) 

Administration, Inc., Kilmoylar Corporation, CIGNA ) 
Healthcare of Maine, Inc., CIGNA Healthcare ) 

Preferred of Maine, Inc., Healthsource Maine ) 

Management Inc., CIGNA Healthcare of New ) 

Hampshire, Inc., CIGNA Healthcare Preferred of ) 
New Hampshire, Inc., CIGNA Healthcare of South ) 
Carolina, Inc., CIGNA Insurance Services Company, ) 
Physicians’ Health Systems, Inc., Provident Health ) 

Care Plan, Inc. of South Carolina, CIGNA ) 

Healthcare of Indiana, Inc., Healthsou rce Indiana, ) 
Inc., CIGNA Indiana Insurance Company, CIGNA ) 
Healthcare of Connecticut, Inc., Healthsource ) 

Connecticut Preferred, Inc., Healthsource ) 

Connecticut Ventures, Inc., CIGNA Healthcare of ) 

New York, Inc., CIGNA Healthcare Preferred of ) 
New York, Inc., Healthsource Syracuse, Inc., ) 

Healthsource Metropolitan New York Holding ) 

Company, Inc., CIGNA Healthcare of Ohio, Inc., ) 
CIGNA Healthcare Preferred of Ohio, Inc., ) 

Healthsource Ohio Ventures, Inc., CIGNA ) 

Healthcare of Kentucky, Inc., Healthsource ) 

Kentucky Ventures, Inc., Healthsource Kentucky ) 

Preferred, Inc., CIGNA Healthcare of Texas, Inc., ) 


Civil Action No. 
03-CV-I76-P-S 
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Healthsource North Texas, Inc., CIGNA Healthcare 
of Arkansas, Inc., CIGNA Healthcare Preferred of 
Arkansas, Inc., Healthsource Arkansas Ventures, 
Inc., Spradley & Coker, Inc., CIGNA Healthcare of 
Georgia, Inc., Healthsource Georgia Preferred, Inc., 
CIGNA Healthcare of North Carolina, Inc., 
Provident Health Care Plan, Inc. of North Carolina, 
CIGNA Healthcare of North Carolina 
Administrators, Inc., Healthsource Health Plans, Inc., 
CIGNA Healthcare of Massachusetts, Inc., 
Healthsource Florida, Inc., CIGNA Healthcare of 
Tennessee, Inc., CIGNA Healthcare Preferred of 
Tennessee, Inc., Healthsource Insurance Company, 
Healthsource Provident Administrators, Inc., 
Provident Health Plans, Inc., Provident Health Care 
Plan, Inc. of Tennessee and Healthsource Rhode 
Island, Inc., 


Defendants. 


) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 


REVISED SETTLEMENT AGREEMENT 
This Revised Settlement Agreement (the “Agreement”) is made by and among the Class 
Representatives, individually and on behalf of the Class and all Class Members, as defined in 
paragraph 1.7 below, and the Defendants, as defined in 1.8 below, by and through their attorneys 
in the above-captioned action and .subject to the approval of the Court. This Agreement fully 
and finally compromises and settles the claims asserted by Plaintiffs, on behalf of themselves and 
all Class Members, in the above-captioned lawsuit Sylvester, et al. v. CIGNA Corporation, et at.. 
Docket No. 03-CV-176-P-S, filed on July 15, 2003 as a class action in the United States Court for the 
District of Maine (“the Class Action Litigation”). Subject to the following terms and conditions, 
the Class Action Litigation is hereby compromised and settled (“the Healthsource Class Action 
Settlement). 
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1.0 DEFINITIONS 

As used in this Revised Settlement Agreement and the attached exhibits, in addition to any 
definitions set forth elsewhere in this Revised Settlement Agreement, the following terms shall be 
defined as set forth below: 

1.1. “Agreement” or “Settlement Agreement” means this Revised Settlement 
Agreement, including all exhibits tind attachments. 

1 .2. “Class Action Litigation” means the action captioned Sylvester, et al. v. CIGNA 
Corporation, etal. Docket No. 03-CV-I76-P-S, filed on July 15, 2003 as a class action in the 
United States District Court for the District of Maine. 

1.3. ‘Class” means the definition of the Plaintiff class as set forth in Article 4.0 of 
this Agreement. 

1.4. “Class Counsel” means the Plaintiffs’ counsel as set forth on the signature page 
of this Agreement. 

1 .5. “Class Member” or “Member” means a person included within the Class. 

1 .6. “Class Period” means the period of time between January 1 , 1 986 and 
December 31, 1997, 

1.7. “Class Representatives” or “Plaintiffs” means Kimberly Sylvester, Lisa 
Steinbeiser-Maurer, Carolee Lindsey, Roger Cromwell, Jennifer Byrd, Janice Bayne, Robin 
Mitchum, and Gladys Hall as Personal Representative of the Estate of David Hall. 

1.8. “Defendants” means all of the companies named as Defendants in Plaintiffs’ 
Second Amended Class Action Complaint and Demand for Jury Trial (“the Second Amended 
Complaint”), as also listed in the above caption of this Settlement Agreement, and their 
successors, predecessors, parents, related organizations, subsidiaries, divisions, departments, or 
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affiliates, past or present and any of their past or present officers, directors, stockholders, 
partners, agents, attorneys, servants, subrogees, insurers, employees, representatives, and assigns. 

1.8.1. “Healthsource” means Healthsource, Inc. and its subsidiaries. 

1 .9. “Settlement Hearing” means the settlement approval hearing(s) to be conducted by 
the Court pursuant to Rule 23(e) of the Federal Rules of Civil Procedure to determine the 
fairness, reasonableness, and adequacy of this Agreement and the final settlement and 
adjudication of the Class Action Litigation in accordance with the terms thereof 

1.10. "Final Approval" means the later of (1) the day after the final day on which the 
Final Order and Judgment entered by the Court, in a form that is mutually agreeable to the 
Parties consistent with the terms of this Agreement and not materially, different than the proposed 
Order attached as Exhibit C, approving this Agreement and the settlement of the Class Action 
Litigation pursuant to Rule 23(e) of the Federal Rules of Civil Procedure, can be appealed; or (2) 
if an appeal is filed, the date of final dismissal or other rejection of all appeals. Such Final 
Approval and Final Order and Judgment shall not be contingent on approval of Class 
Representative Compensation or attorneys’ fees and/or costs payable to Class Counsel in any 
amount, the final amounts of such payments, if any, to be determined by the Court in its sole 
discretion, with all other provisions of this Settlement Agreement to remain fully effective and 
enforceable notwithstanding the amounts of such payments, if any, approved by the Court. 
Should any appeal be taken, however, from any ruling regarding the award of attorney fees or 
costs, or Class Representative Compensation, Final Approval shall not be deemed to have 
occurred until the date of final dismissal or other rejection of all such appeals — the intent of 
the parties being that no payments shall be made from the Settlement Trust until the amounts 
of all payments from the Settlement Trust shall have been finally determined. 
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1.11. “Health Plan Member” means any subscriber, member, dependent or other person 
covered and entitled to receive benefits under a Health Plan underwritten or administered by 
Healthsource. 

1.11.1. “Health Plan” means any plan, program, or arrangement for the 
provision of medical, surgical, dental, mental health, or hospital 
care or other health benefits provided on account of injury, 
sickness, or disease that was underwritten or administered by 
Healthsource. 

1.1 1.2. “Discounted Fee” means a reduction in the payment by 
Healthsource to a health care provider from the charge billed by 
that provider, whether determined by percentage, per diem, per 
capihi, per case, DRG, or any other payment method. 

1.12. “Parties” means Plaintiffs, Class Members, and Defendants. 

1.13. “Person” means an individual or legal entity or their respective successors or 
assigns. 

1.14. “Residual Corpus” itr “Corpus” means any amount remaining in the Settlement 
Trust, together with accrued interest, after subtraction of the approved costs and fees of the 
Settlement Administrator, the approved attorney fees and costs of Class Counsel, and the 
approved award to the Class Representatives. 

1.15. "Settled Claim" means any claim, liability, right, demand, suit, matter, 
obligation, damage, including con.sequential damages, losses or costs, punitive damages, 
multiple damages, attorney's fees tind costs, actions or causes of action, of every kind or 
description that the Class and Class Members have, had, or may have against any Defendant, 
that arise out of or relate to the facts giving rise to the subject matter of the Class Action 
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Litigation, whether known or unknown, suspected or unsuspected, asserted or unasserted, 
accrued or which may hereafter accrue, regardless of legal theory and the type of equitable relief 
or damages claimed, including, without limitation, those claims described in the Second Amended 
Complaint. 

1.16. “Settlement Administrator” or “Administrator” means Tilghman & Co., P.C., 
P.O. Box 11250, Birmingham, AL, 35209. 

1.17. “Share of the Settlement” means the total amount payable to each Class Member 
(not including awards to Class Representatives, if any) out of the Settlemert Trust, as determined 
by the Court, whether such amount is the same for every Class Member or differs among Class 
Members. In no event shall the Shares of Settlement paid exceed the amount of the Residual 
Corpus. 

2.0 SETTLEMENT PURPOSES ONLY 

This Agreement is for settlement purposes only, and to the fullest extent permitted by 
law, neither the fact of, nor any provision contained in this Agreement or attached exhibits, nor 
any actions taken hereunder, shall constitute, be construed as, or used as, or be admissible in 
evidence as, an admission of the validity of any claim or any fact alleged by the Class and/or 
the Plaintiffs in this action or in any other pending or subsequently filed action, or of any 
wrongdoing, fault, violation of laws, or liability of any kind on the part of the Defendants or any 
of them, or admission by any of the Parties of the validity, or lack thereof, of any claim, allegation 
or defense asserted in this action or any other action. Nor shall this agreement constitute an 
admission, concession or indication by Plaintiffs or the Class that their alleged damages are 
limited to the settlement amount. 
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3.0 SUBMISSION FOR PRELIMINARY APPROVAL 

3.1 Upon execution of this Agreement, on or before August 12, 2005, Plaintiffs shall 
submit this Agreement, through their attorneys, to the Court, and request that the Court enter an 
Order preliminarily approving the proposed settlement of the Class Action Litigation and 
approving the form and manner of notice to the Class (“Preliminary Approval Order”), 
substantially in the form attached hereto as Exhibit A. 

3.2 No Party shall initiate any publicity relating to or making any public comment 
regarding this Agreement or settlement until the Court has issued the Preliminary Approval 
Order. 

3.3 The Parties and their respective counsel shall limit their public comments 
regarding both the action and settlement to disclosure of such information as is necessary to 
implement this Agreement. Defendants may disclose information about the Settlement to their 
accountants and insurers and as deemed necessary to comply with federal and state securities law 
disclosure requirements or any other requirement by law. 

3.4 Following entry of the Preliminary Approval Order, the Settlement Administrator 
shall, by first class mail, send the Notice of Pendency of Class Action, Proposed Revised Class 
Action Settlement, and Settlement Hearing, as approved by the Court in the Preliminary Approval 
Order, to the Class Members and shall make publication notice of the Notice of Pendency of Class 
Action and Change in Terms of Proposed Settlement, pursuant to the Notice and Settlement 
Distribution Plan, Exhibit B to this .Agreement. 

4.0 DESCRIPTION OF THE LITIGATION 

The Class Action Litigation consists of the action captioned Sylvester, et al. v. CIGNA 
Corporation, et al. Docket No. 03-CV-176-P-S, filed on July 13,2003 as a class action in the 
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United States Court for the District of Maine. For purposes of this settlement, the Class is defined 
as follows: 

All Health Plan Members who, at any time between January 1, 1986 and 
December 31, 1997. made payments to medical product or service 
providers under a percentage coinsurance plan, where an agreement existed 
between any of the Defendants and the provider to accept a Discounted Fee 
and where that Defendant did not use that Discounted Fee in calculating the 
Health Plan Member’s coinsurance payment as required by the Health Plan 
(the “Class”). The Chiss does not include: (1) Health Plan Members whose 
claims have already leen resolved in the Court-approved class action 
settlements in Lecza v. Healthsotirce, Inc., et at., Civil Action No. C-95- 
382- JRM, U.S. District Court, District ofNew Hampshire or Garvin v. 

CIGNA Healthsource of South Carolina, Inc., Civil Action No. 94-CP- 
40-3472, South Carolina Court of Common Pleas, Richland County; and (2) 
those individuals who hold or have held any executive position at 
Healthsource, and their iimnediate families. 

The Second Amended Complaint asserts the Defendants are liable for, inter alia, violations of 
ERISA and RICO, breach of contract and fraud, where Defendants allegedly failed to base 
calculations of Health Plan Members’ percentage co- insurance charges on the discounted charges 
that the Defendants secured from certain providers. Defendants assert that Plaintiffs’ claims 
are without merit, deny all allegations of wrongdoing, and deny any liability to Plaintiffs and 
other members of the Class. 


5.0 PRE-TRIAL PROCKF.DINGS 

In response to Plaintiffs’ Second Amended Complaint, Defendants filed an Answer 
denying liability and raising various defenses, including that the Plaintiffs’ claims are barred 
by the applicable limitations periods. Plaintiffs have alleged fraudulent concealment. The 
Parties have exchanged written discovery responses and extensive production of documents. 
The Defendants have deposed three of the named Plaintiffs, Sylvester, Steinbeiser- Maurer, 
and Lindsey. The Plaintiffs have deposed Defendants Healthsource, Inc., through its 
designees Susan Cooper, Janis Kent and Diane Rivera; Healthsource of Maine, Inc., through 
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its designee Richard White; and Defendants’ actuarial consultant Clark Slipher of Miliiman 
USA. Defendants have provided to Plaintiffs extensive claims data and expert analysis of 
that data indicating that the total amount of co- insurance payments at issue in this case is 
substantially less than alleged in the Second Amended Complaint. Class Counsel have 
conducted extensive investigation and discovery in this matter and researched, analyzed, and 
briefed the applicable law. Through expert health insurance actuaries and health insurance 
industry experts retained by Class Counsel, Plaintiffs have analyzed Defendants’ data and 
conduct and the merits of the case as to liability and damages. On July 1, 2005, Plaintiffs 
moved for class certification. 

6.0 THE BENEFITS OF SETTLEMENT TO THE CLASS 
Plaintiffs’ counsel recognhie the substantial expense and time that would be necessary 
to continue litigation against Defendants through a contested motion to certify the putative class 
for trial, through trial, and through .my appeals. The Plaintiffs’ counsel have also taken into 
account the possibility of not prevailing on their motion to certify the putative class for trial, 
at trial, or on appeal, the uncertainty and risks associated with the outcome of further litigation, 
and the difficulties and delays inherent in such litigation. Plaintiffs’ counsel are also aware of the 
burdens of proof necessary to establish liability for Plaintiffs’ claims, the nature and scope of 
the defenses raised herein, and of the expense and amount of time necessary to prove the 
appropriate amount of relief. Plaintiffs’ counsel have also considered the intensive, arms- 
length settlement negotiations conducted by the Parties- Based on the foregoing, as well as the 
substantial benefits to be provided to the Class by the settlement set forth in this Agreement, 
Class Counsel, with the concurrence of the named Class Representatives, have determined 
this settlement is fair, reasonable and in the best interests of the Class. The Agreement, if 
approved by the Court, will result in a Final Order and Judgment in the above-captioned action. 
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7.0 DEFENDANTS’ REASONS FOR SETTLEMENT 

Defendants have concluded that further defense of this litigation would be protracted and 
expensive. Substantial amounts of time, energy and resources of Defendants have been and will 
continue to be devoted to the defense of the Plaintiffs’ claims. Defendants are also aware of 
the cost, uncertainty and risks associated with contesting Plaintiffi’ motion to certify the putative 
class for trial and other pretrial motions, of trial, and of any appeals. Defendants, therefore, have 
agreed to settle this action in the manner and upon the terms set forth in this Agreement. 

8.0 DEFENDANTS’ DENIAL OF WRCSVCDOING 

Defendants deny each of the claims and contentions alleged by the Plaintiffs and the Class 
in the Second Amended Complaint filed by Plaintiffs’ counsel. Defendants have asserted 
defenses thereto and have expressly denied any wrongdoing or legal liability arising out of any 
fact or conduct alleged in these actions. Defendants contend that they complied with all 
applicable statutes, laws, rules, regulations, and requirements relating to calculation of member 
percentage co- insurance. Defendtmts further assert the benefits of provider discounts were 
passed on to members of any Plan underwritten or administered by the Defendants in the 
form, inter alia, of reduced premiums and enhanced benefits. 

9.0 PLAINTIFFS’ CLAIMS 

Plaintiffs claim that each and every one of the contentions made in the Second 
Amended Complaint filed on their behalf has merit and gives rise to liability on the part of 
Defendants upon die claims asserted and entitlement to damages and/or declaratory, injunctive 
and/or other equitable relief. 
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10.0 SUBSTANTIVE TERMS OF SETTLEMENT 

10.1 Creation of a Settlement Trust. Defendants have caused to be created at 
KeyBank (the “Escrow Agent”) an Escrow Account to hold settlement funds related to this 
litigation (“the Settlement Trust”). 

10.1.1 Funding of the Trust. Within ten ( 1 0) business days after 
Preliminary Approval of the settlement. Defendants shall make a 
deposit sufficient to cause the balance of the Settlement Trust to 
equal two million three hundred thousand dollars ($2,300,000), 
and shall cause the Settlement Trust to be invested promptly in 
Victory Funds’ Federal Money Market Fund. 

1 0. 1 .2 Sole Recourse. All approved payments to Class Members, Class 
Representatives, Class Counsel, and the Settlement Administrator, 
and any other payments in connection with this Settlement shall be 
made exclusively from the Settlement Trust. In no event shall 
Defendants be liable for any payments other than the deposit 
referred to in this paragraph. The sole recourse of any person 
claiming any payment from the Settlement Trust, any right to 
payment under or in any way related to this Agreement or to any 
matter related in any way to the Settled Claims or to the Litigation 
— including, without limitation, Class Members, Class Counsel, 
the Settlement Administrator, KeyBank, state or federal taxing 
authorities, or any person claiming by, through, or on behalf of 
any of the foregoing — shall be against the Settlement Trust. 


0017 ' 
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10.1.3 


Tax Treatment of the Settlement Trust. All costs of administering 
the Settlement Trust, including but not limited to notice, 
administering and distributing the Settlement Trust, and taxes and 
other expenses, are the sole responsibility of the Class and shall be 
paid out of the Settlement Trust, as provided herein. 

The Parties and the Escrow Agent agree to treat the 
Settlement Fund as being at all times a "qualified settlement fund" 
within the meaning of Treas. Reg. § 1.468B-1. In addition, the 
Escrow Agent and, as required, the Parties shall jointly and timely 
make such elections as necessary or advisable to carry out the 
provisions of this paragraph 10.1.3, including the "relation-back 
election” (as defined in Treas. Reg. § 1.468B-1) back to the earliest 
permitted date. Such elections shall be made in compliance with the 
procedures and requirements contained in such regulations. The 
Settlement Administrator shall timely and properly file all 
infonnational and other tax returns necessary or advisable with 
respect to the Settlement Trust (including without limitation the 
returns described in Treas. Reg. § 1 .468B-2(k and I)). Such returns 
(as well as the election described above) shall be consistent with 
this paragraph 10.1.3 and in all events shall reflect that all taxes 
(including any estimated taxes, interest or penalties) on the income 
earned by the Settlement Trust shall be paid out of the Settlement 
Trust as provided hereunder. All (i) taxes (including any estimated 
taxes, interest or penalties) arising with respect to the income earned 
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by the Settlement Trast, including any taxes or tax detriments that 
may be imposed upon Defendants with respect to any income 
earned by the Settlement Trust for any period during which the 
Settlement Trust does not qualify as a "qualified settlement fund" 
for federal or state income tax purposes ("Taxes"), and (ii) expenses 
and costs incurred in connection with the operation and 
implementation of this paragraph 10.1.3 (including, without 
limitation, expenses of tax attorneys and/or accountants and mailing 
and distribution costs and expenses relating to filing (or failing to 
file) Ihe returns described in this paragraph 10.1.3) ("Tax 
Expenses"), shall be paid out of the Settlement Trust; in all events 
Defendants and their insurers shall have no liability or responsibility 
for the Taxes or the Tax Expenses or the filing of any tax returns or 
other documents related thereto with respect to the Settlement Trust 
with the Internal Revenue Service or any other state or local taxing 
authority. Further, Taxes and Tax Expenses shall be treated as, and 
considered to be, a cost of administration of the Settlement and shall 
be timely paid out of the Settlement Trust without prior order from 
the Court, and the Escrow Agent shall be obligated (notwithstanding 
anything herein to the contrary) to withhold from distribution to 
Class Members, Class Counsel or the Settlement Administrator any 
funds necessary to pay such amounts including the establishment 
for adequate reserves for any Taxes and Tax Expenses (as well as 
any amounts that may be required to be withheld under Treas. Reg 
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§ 1 ,468B-2(1) (2)); Defendants and their insurers are not 
responsible and shall have no liability therefor or for any reporting 
requirements that may relate thereto. The parties hereto agree to 
cooperate tvith the Escrow Agent, the Settlement Administrator, 
each other, and their tax attorneys and accountants to the extent 
reasonably necessary to carry out the provisions of this paragraph 
10.1.3. Defendants make no representation or warranty regarding 
the hix consequences of any aspect of the Settlement, and are not 
responsible for any tax liability of any Class Member, Class 
Counsel, the Settlement Trust, or any other person with any 
interest in this Settlement. 

10.2 Effective Date of Settlement Agreement. This Settlement Agreement will be 
effective upon the date of the Final Approval. 

10.3 Claim Form and Notice. Within ten business days after the Preliminary Approval 
Order a Notice of Pendency of Class Action, Proposed Revised Class Action Settlement, and 
Settlement Hearing shall be mailed and publication Notice made, by the Settlement 
Administrator, pursuant to the Notice and Settlement Distribution Plan, Exhibit B to this 
Agreement. 

10.4 Determination of Amount Payable to Class Members. Class Counsel shall seek 
Court approval of the method for determining each Class Member’s Share of the Settlement, as 
set forth in the Notice and Settlement Distribution Plan, Exhibit B to this Agreement. Court 
approval of a method of determination different than the method proposed by Class Counsel 
shall be binding on the Class and shall not negate any other provisions of this Settlement 
Agreement, which shall remain fully effective and enforceable, and the Parties expressly 
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agree that the detennination of amounts payable to Class Members is committed to the sound 
discretion of the Court. 

10.5 Class Representatives’ Compensation. Subject to approval and modification by 
the Court, the Class Representatives shall be entitled to payment of $5,000 each out of the Corpus 
of the Settlement Trust for services as the Class Representatives, in addition to any amounts due 
to them as Class relief, to be paid by the Settlement Administrator from the Corpus of the 
Settlement Trust within fourteen (14) business days after Final Approval. Court approval of 
Class Representatives’ Compensation in an amount less than stated herein shall not negate 
any other provisions of this Settlement Agreement, which shall remain fully effective and 
enforceable. 

10.6 Administration. All fees and costs incurred by the Settlement Administrator 
and all distributions made by the Administrator shall first be approved by the Court and then paid 
from the Settlement Trust, provided, however, the Settlement Administrator shall be allowed to 
request advances for administration costs from the Settlement Fund with the consent of counsel 
for all Parties. The Settlement Administrator shall immediately prepare an estimate of costs and 
fees, including proposed advances, for preliminary approval by the Court and Parties’ Counsel. 
The Administrator has entered a privacy, security, and confidentiality agreement consistent with 
the provisions of HIPAA and HCQIA of 1986, which agreement shall be binding upon the 
Administrator and any outside contractor or subcontractor used by the Administrator. 

Attorney fees and costs, including those of Class Counsel, Class Representative 
Compensation, and any and all claim payments shall be made only and totally from the Corpus of 
the Settlement Trust and any interest earned on the Corpus, after payment of the costs of all 
aspects of notice, mailing, Administrator’s fee, Escrow Agent’s fee, Tax Expenses, if any, and 
any other costs or expenses of claim or settlement administration. 
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No portion of the Corpus of the Settlement Trust or the interest thereon shall be returned 
to Defendants. The entire Settlement Trust and interest thereon shall be disbursed pursuant to 
the terms of this Agreement. 

The Settlement Administrator shall, within 14 days after Final Approval (“the Payment 
Date”), send by first class mail a check for each Class Member's Share of the Settlement, 
calculated as described in this Agreement. The proceeds from any returned check or a check 
that remains uncashed for 60 days after the date of mailing shall be subject to the provisions of 
Paragraph 10.8. 

10.7 Fees. Costs and Expenses. Any costs of suit or attorneys’ fees approved by the 
Court shall, within fourteen (14) business days after Final Approval, be paid by the Settlement 
Administrator from the Corpus of the Settlement Trust. Court approval of an attorneys’ fee 
and/or costs in an amount less than the amount requested by Class Counsel — or the Court’s 
disallowance of any award of fees or expenses — shall not negate any other provisions of 
this Settlement Agreement, which shall remain fiilly effective and enforceable. 

10. 8 Unclaimed Funds and Interest. A record shall be kept by the Settlement 
Administrator of all Class Members whose checks are not cashed within 60 days of issuance. 
The proceeds represented by all returned or uncashed checks shall be referred to collectively 
herein as “unclaimed funds.” On the 70th calendar day following the date of mailing of the last 
Class Member check, or as soon thereafter as is commercially reasonable, any and all unclaimed 
funds and any accrued, unapplied in terest shall be distributed in accordance with the cy pres 
distribution provisions of the Notice and Settlement Distribution Plan, Exhibit B to this 
Agreement, or shall be distributed as otherwise directed by the Court, but in no event shall any 
monies be returned to Defendants. 



801 
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1 0.9 Preliminary Approval. The Parties shall mutually cooperate to request a hearing for 
Preliminary Approval of the Settlement Agreement as soon as is practical, and to seek from the 
Court an Order granting Preliminary Approval of the Settlement Agreement in an Order mutually 
agreeable to the Parties and not materially different from the Preliminary Approval Order 
attached as Exhibit A 

10.10 Walk-Awav. Defendants have the right to walk away from this Settlement 
Agreement, at their sole discretion, if: 

A. This Agreement is not approved by the Court as drafted by the Parties; 

B. The Court does not certify the settlement class described in Article 4.0; 

C . More than 3% of the Class Members opt-out of the settlement; and/or 

D. Any material objections to the proposed Settlement Agreement are 
sustained by the Court. 

10.11 Final Order and Judgment. After notice and hearing, the Court shall enter a Final 
Order and Judgment dismissing this action with prejudice, in a form not materially different from 
the Order attached as Exhibit C. Such Final Order and Judgment shall be final, binding and with 
prejudice against all Class Members and the Parties. Such Final Order and Judgment shall not 
be contingent on approval of Class Representative Compensation or attorneys’ fees and/or 
costs payable to Class Counsel, the final amounts of such payments to be determined by the 
Court in its sole discretion, with all other provisions of this Settlement Agreement to remain 
fully effective and enforceable notwithstanding the amounts of such payments as are approved 
by the Court. 

10.12 Effect of Non- Approval. If the Court does not enter an Order preliminarily 
approving this Settlement Agreement or does not enter the Final Judgment and Order of dismissal 
with prejudice of settled claims, all in forms materially consistent with those attached to this 
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Agreement, or any such Order is reversed on appeal and not substantially reinstated, this 
Agreement shall be cancelled and terminated. 

10.13 Restoration to Statiis Quo. In the event this Agreement is terminated or 
cancelled, or fails to become effective for any reason, then the Parties to this Agreement shall be 
deemed restored to their respective status as of the date and time immediately prior to the 
execution of this Agreement, and ttiey shall proceed in all respects as if this Agreement and 
related Orders had not been executed, and shall file a stipulated motion to schedule further action 
in the ordinary course. 

10.14 Integration. This Agreement and its exhibits and attachments constitute the entire 
agreement among the Parties and no representations, warranties or inducements have been made 
to any Party concerning this Settlement Agreement or its exhibits and attachments other than the 
representations, warranties and covenants contained and memorialized in such documents. 

10.15 Drafting. Plaintiffs and Defendants agree that no single party shall be deemed to 
have drafted this Settlement Agreement, or any portion thereof, for purpose of the invocation of 
contra proferentum. This Settlement Agreement is a collaborative effort of the undersigned 
attorneys. 

10.16 Successors. This Settlement Agreement shall be binding upon and inure to the 
benefit of the heirs, successors and assigns of the Parties thereto. 

10.17 Interpretation and Governing Law. All terms and conditions of this Settlement 
Agreement and the etdiibits and attachments shall be governed by and interpreted according to the 
laws of the State of Maine, without reference to its conflict of law provisions. 

10.18 Fair & Reasonable. Class Counsel believe this Agreement is fair and reasonable, 
in the best interest of the Class Members, and have arrived at this Agreement as a result of 
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extensive arms-length negotiations. Defendants and their counsel also believe this Agreement is a 
reasonable compromise of the disputed claims. 

10.19 Continuing Jurisdiction. The United States District Court for the District of 
Maine shall retain continuing jurisdiction over this litigation until this Agreement and the 
settlement and all transactions contemplated herein are completed, and thereafter, for the 
enforcement, interpretation and construction of relief hereunder. 

10.20 Counterparts. This Agreement may be executed in one or more counterparts. All 
executed counterparts and each of them shall be deemed to be one and the same instrument 
provided that counsel for the Parties to this Agreement shall exchange among themselves original 
signed counterparts. 

10.21 Cooperation. Plaintiffs and Defendants shall cooperate in presenting papers, 
declarations, affidavits, and/or testimony to the Court as may be necessary to effectuate the 
purposes and intent of this Settlement Agreement. 


Dated; August 12, 2005 /s/ Gregory P. Hansel 

Gregory P. Hansel 
Robert O. Newton 
Randall B. Weill 
Jonathan G. Mermin 

PRETI, FLAHERTY, BELIVEAU, PACHIOS & 

HALEY, LLP 

One City Center 

P.O. Box 9546 

Portland, ME 04112-9546 

(207)791-3000 

ghansel@preti.com 


CIGNA : 06 
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/s/ T. English McCutchen 
T. English McCutchen 
William E. Hopkins, Jr. 

L. Susan Foxworth 

McCUTCHEN BLANTON JOHNSON & 

BARNETTE, LLP 

1414 Lady Street 

P.O. Drawer 1 1209 

Columbia, SC 2921 1-1209 

(803)799-9791 


/s/ W. Jones Andrews. Jr. 

W. Jones Andrews, Jr. 

LAW OFFICES OF W. JONES ANDREWS, JR. 
900 Elmwood Avenue, Suite 1 03 
Columbia, SC 29201 
(803)256-0778 

/s/ Joyce Leary Clark 
Joyce Leary Clark 
Scarborough Legal Center 
1 53 U.S. Route One 
Scarborough, ME 04074 
(207) 885-0043 

Attorneys for Plaintiffs and the Proposed Class 


Is/ John J. Aromando 
John J. Aromando 
Clifford H. Ruprecht 
PIERCE ATWOOD LLP 
One Monument Square 
Portland, ME 04101 
(207)791-1100 

jaromando@pierceatwood.com 
Attorneys for Defendants 
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Steptoe&Johnson^- 

ATTORNEYS AT LAW 


CHICAGO, ILLINOIS 

FACSIMILE 312,577.1370 
VERIFICATION: 312.577.1300 

NEW YORK, NEW YORK 

FACSIMILE: 212.506.3950 
VERIFICATION: 212,506.3900 


LONDON, ENGLAND 
STEPTOE & JOHNSON 

FACSIMILE: 011.44.207,367.8001 
VERIFICATION: 01 1 .44.207.367,8000 


1330 CONNECTICUT AVENUE, NW 
WASHINGTON, D.C. 20036-1795 
FACSIMILE: 202.429.3902 
VERIFICATION: 202 - 429-8045 
MAIN NUMBER: 202.429.3000 
www.steptoe.com 

BRUSSELS, BELGIUM 
FACSIMILE: 011.322.626.0510 
VERIFICATION: 011.322.626.0500 


PHOENIX, ARIZONA 

FACSIMILE: 602.257,5299 
VERIFICATION; 602.257.5287 

LOS ANGELES. CALIFORNIA 
FACSIMILE 213.439.9599 
VERIFICATION; 213.439.9400 


CENTURY CITY, CALIFORNIA 

FACSIMILE 310.734.3300 
VERIFICATION: 310.734,3200 


IMPORTANT: This facsimile is intended only for the use of the indlwdual or entity to which it is addressed. It may contain information that is 
privileged, confidential, or otherwise protected from disclosure under applicable law. If the reader of this transmission is not the intended 
recipient or the employee or agent responsible for delivering the transmission to the intended recipient, you are hereby notified that any 
dissemination, distribufion, copying or use of this tran^nission or ite contents is stiictiy prohibited. If you have received this transmission in 
error, please notify us by telephoning and reforn the wiginal transmission to us at the above address. 

DELIVER TO: 


NAME: The Honorable Dennis Kucinich 

TELECOPY PHONE NUMBER: (202) 225-2392 

COMPANY: House Oversight and Government 
Reform; Subcommittee on Domestic 
Policy 

VERIFICATION NUMBER; 

TOTAL PAGES & COVER SHEET; 

DATE TRANSMITTED; 

S&J OPERATORS NAME: 

TELEPHONE NUMBER: 

CLIENT/CASE NUMBER: 1 651 7.0001 



FROM: 

NAME: Jim Barnette 

REQUEST MADE ON DATE: 11/20/09 TIME: 2:09 PM 

COMPLETION REQUIRED BY DATE; 11/20/09 TIME: ASAP 


SPECIAL INSTRUCTIONS: 


WASHINGTON • NEW YORK • CHICAGO • PHOENIX • LOS ANGELES • CENTURY CITY • LONDON • BRUSSELS 
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Steptoe&Johnson 

ATTORNEYS AT LAW 


james D. Barnette 

202.429.6207 

jbarnecce@sceptoe,com 


1330 Connecticut Avenue. NW 
Washington, DC 20036-1795 
Tel 202.429.3000 
Fax 202.429.3902 
steptoe.com 


November 20, 2009 

The Honorable Dennis J. Kucinich 
Chairman 

Domestic Policy Subcommittee 

Committee on Oversight and Government Reform 

U.S. House of Representatives 

2157 Rayburn House Office Building 

Washington, DC 20515-6143 

Dear Chairman Kucinich: 

Further to CIGNA Corporations’ response to your letter of October 22, 2009, 
please find below and attached the compensation information for Mr. Thomas Richards. 

This information is not publicly available, and could cause CIGNA and Mr. 
Richards significant commercial harm were it to be made public. We therefore reiterate 
our request that CIGNA be consulted prior to any public disclosure of this information. 
Again, we appreciate your discretion in this regard. 

Request #6 : 

Mr. Conyers requested the compensation received by you, including deferred 
compensation, incentives and bonuses, in the last 5 years. 


Year 

Compensation 

2004 

$285,552 

2005 

$406,996 

2006 

$586,754 

2007 

$594,523 

2008 

$902,011 


Attachment A sets forth two spreadsheets tliat more fully clarify Mr. Richards’ 
compensation over the last five years. 
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Please contact me if CIGNA may provide any additional information or otherwise be of 
assistance to the Subcommittee. 

Sincerely, 

James D. Barnette 

c: The Honorable Jim Jordan 
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DARRELL E. ISSA, CALIFORNIA 
RANKING MINORITY MEMBER 

ONE HUNDRED ELEVENTH CONGRI 

Congrcsi^ of tfje ©nitefi ^tateg 

^^oiigc of jl^cpresitntatttjcs 

COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM 
2157 Rayburn House Office Building 
Washington, DC 20515-6143 

Majority 12021225-5051 
Minority 12021 225-5074 

October 22, 2009 


Ms. Patricia Fan-ell 

Senior Vice President, National and International Business Solutions 
Aetna Incorporated 
151 Fai-mington Avenue 
Hartford, Connecticut 06156 

Dear Ms. Fan-ell: 

To complete the record of your testimony before the Domestic Policy Subcommittee on 
September 17, 2009, the Subcommittee requests the following infonnation in writing: 

1 ) In 2003, Aetna settled claims that it had engaged in a conspiracy to improperly deny, 
delay and/or reduce payment to physicians by engaging in several types of allegedly 
improper conduct, including, but not limited to, misrepresenting and/or failing to disclose 
the use of edits to unilaterally “bundle, “downcode” and/or reject claims for medically 
necessary covered services, failing and/ or refusing to recognize CPTO modifiers, and 
concealing and/or misrepresenting the use of improper guidelines and criteria to deny, 
delay and/or reduce payment for medically necessary covered services. 

a. What did Aetna agree to do to settle those claims? Please include dollar 
amounts, if settlement included a monetary component, as well as all substantive 
and procedural changes implemented by Aetna and its subsidiaries {by name) as 
part of the settlement or as a result of the claims having been brought. 

b. Has Aetna settled other claims or state regulatory actions relating to allegations of 
wrongful denial, delay or reduction of claims since 2003? If so, please include all 
relevant details. If so, please also provide the Subcommittee with figures on the 
income and incentives received by executives responsible for operations that were 
challenged by state regulators as violations of state law. 
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Ms. Patricia Farrell 
October 22, 2009 
Page 2 

2) Please provide the subcommittee with the following statistics for 2008: Number of 
claims Aetna received; number of claims paid within 30 days, and the value in dollars to 
Aetna of claims that Aetna did not pay within 30 days, 60 days, 90 days, i 20 days. 

3) Mr. Cummings asked that your company provide the Subcommittee with audiotapes of, 
and materials prepared for or about, internal meetings, known in some companies a.s 
“town hall meetings,” in which financial results, particularly the Medical Loss Ratio, are 
discussed with employees. 

4) Mr. Schock asked what percent of reimbursed care is defensive medicine performed out 
of physician concents about medical malpractice liability. 

5) Mr. Kennedy asked for tangible recommendations for creating metrics with which to 
evaluate the efficiency of the company’s Infonnation Technology with respect to its 
performance in reducing waste, duplication and redundancy. 

6) Mr. Conyers requested the compensation received by you, including deferred 
compensation, incentives and bonuses, in the last 5 years. 

7) Can you provide an estimate of the value of medical expenses the company believed it 
was avoiding by shedding 8 million policyholders, as reported by Forbes Magazine? 
Additionally, provide a namative “of the relationship between the data that you gather and 
the way that's used as a tool for your decision making with respect to your customers and 
whether tliey will continue to have policies. This would deal with shedding, rescissions, 
even, you know, any use of infonnation technology that was used to shed any of those 8 
million customers.” 

a. What were the guidelines and/or criteria used to detennine which policy holders 
to shed? Did you focus on any particular occupations, industries, medical 
conditions or geographic areas? 

b. What tactics were implemented to shed those policy holders or to cause them to 
discontinue their policies? 

The Oversight and Government Reform Committee is the principal ox'ersight committee in 
the House of Representatives and has broad oversiglit jurisdiction as set forth in House Rule X. 
An attachment to this letter provides information on how to respond to the Subcommittee’s 
request. 

We request that you provide these documents as soon as possible, but in no case later than 
5:00 p.m. on Thursday, November 5, 2009. 
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Ms. Patricia Farrell 
October 22, 2009 
Page 3 

If you have any questions regarding this request, please contact Jaron Bourke, Staff Director, 
at (202) 225-6427, 

Sincerely, 

j-, IVccl'cA- 

Dennis J. Kucinich 
Chainnan 

Domestie Policy Subcommittee 


cc: Jim Jordan 

Ranking Minority Member 



EDOLPHUS TOWNS. NEW YORK 
CHAIRMAN 
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DARRELL E, ISSA, CALtFORNiA 
RANKING MINORITY MEMBER 

ONE HUNDRED ELEVENTH CONGRESS 

Congregs: of tfjc 

of Ecpresentiitibes 

COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM 
2157 Rayburn House Office Building 
Washington, DC 20515-6143 

Mdjofilv 12021225-5051 
Minorliv 1202) 226-5074 


Domestic Policy Subcommittee Document Request Instruction Sheet 

In responding to the document request from the Domestic Policy Subcommittee, Committee on 
Oversight and Government Refomi, please apply the instructions and definitions set forth below. 

Instructions 


1 . In complying with the request, you should produce all responsive documents in your 
possession, custody, or control. 

2. Documents responsit'e to the request should not be destroyed, modified, removed, 
transferred, or otherwise made inaccessible to the Subcommittee. 

3. In the event that any entity, organization, or individual denoted in the request has 
been, or is currently, known by any other name than that herein denoted, the request 
should be read also to include them under that alternative identification. 

4. Each document produced should be produced in a fonn that renders the document 
capable of being copied. 

5. When you produce documents, you should identify the paragraph or clause in the 
Subcommittee’s request to which the documents respond. 

6. Documents produced in re.sponse to this request should be produced together with 
copies of file labels, dividers, or identifying markers with which they were associated 
when this request was issued. To the extent that documents were not stored with file 
labels, dividers, or identifying markers, they should be organized into separate folders 
by subject matter prior to production. 

7. Each folder and box should be numbered, and a description of the contents of each 
folder and box, including the paragraph or clause of the request to which the 
documents arc responsive, should be provided in an accompanying index. 

S. it is not a proper basis to refuse to produce a document that any other person or entity 
also possesses a nonidentica! or identical copy of the same document. 
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9. If any of the requested infonuation is available in machine-readable or electronic 
form (such as on a computer ser\'er, hard drive, CD, DVD, memory stick, or 
computer backup tape), you should consult with Subcommittee staff to detennine the 
appropriate fomiat in which to produce the information. 

1 0. The Committee accepts electronic documents in lieu of paper productions. 

Documents produced in electronic format should be organized, identified, and 
indexed electronically in a manner comparable to the organizational structure called 
for in (6) and (7) above. Electronic document productions should be prepared 
according to the following standards: 

(a) The production should consist of single page TIP files accompanied by a 
Concordance-fonnat load file, an Opticon reference file, and a file defining the fields 
and character lengths of the load file. 

(b) Document numbers in the load file should match document Bates numbers and 
TIP file names. 

(c) If the production is completed through a series of multiple partial productions, 
field names and file order in all load files should match. 

11. In the event that a responsive document is withheld on any basis, you should provide 
the following information concerning the document: (a) the reason the document is 
not being produced; (b) the type of document; (c) the general subject matter; (d) the 
date, author, and addressee; and (e) the relationship of the author and addressee to 
each other. 

12. If any document responsive to this request was, but no longer is, in your possession, 
custody, or control, you should identify the document (stating its date, author, subject 
and recipients) and explain tlte circumstances by which the document ceased to be in 
your possession, custody, or control. 

13. If a date or other descriptive detail set forth in this request referring to a document is 
inaccurate, but the actual date or other descriptive detail is known to you or is 
otherwise apparent from the context of the request, you should produce all documents 
which would be responsive as if the date or other descriptive detail were correct. 

14. This request is continuing in nature and applies to any newly discovered document. 
Any document not produced because it has not been located or discovered by the 
return date should be produced immediately upon location or discovery subsequent 
thereto. 

15. All documents should be bates-stamped sequentially and produced sequentially. In 
the cover letter, you should include a total page count for the entire production, 
including both hard copy and electronic documents. 


2 
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1 6. For paper productions, four sets of documents should be delivered: two sets to the 
majority staff and two sets to the minority staff. For electronic productions, one 
dataset to the majority staff and one dataset to minority staff are sufficient. 
Productions should be delivered to the majority staff in B-349B Rayburn House 
Office Building and the minority staff in B-350A Rayburn House Office Building. 
You should consult with Subcommittee staff regarding the method of delivery prior to 
sending any materials. 

1 7. Upon completion of the document production, you should submit a written 
certification, signed by you or your counsel, stating that: ( 1 ) a diligent search has 
been completed of all documents in your possession, custody, or control which 
reasonably could contain responsive documents; and (2) all documents located during 
the search that are responsive have been produced to the Subcommittee or identified 
in a privilege log provided to the Subcommittee. 


3 
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Definitions 

1 . The tenn “document” means any written, recorded, or graphic matter of any nature 
whatsoever, regardless of how recorded, and whether original or copy, including, but 
not limited to, the following: memoranda, reports, expense reports, books, manuals, 
instructions, financial reports, working papers, records notes, letters, notices, 
confinnations, telegrams, receipts, appraisals, pamphlets, magazines, newspapers, 
prospectuses, interoffice and intra-office communications, electronic mail (email), 
contracts, cables, notations of any type of conversation, telephone calls, meetings or 
other communications, bulletins, printed matter, computer printouts, teletypes, 
invoices, transcripts, diaries, analyses, returns, summaries, minutes, bills, accounts, 
estimates, projections, comparisons, messages, correspondence, press releases, 
circulars, financial statements, reviews, opinions, offers, studies and investigations, 
questionnaires and surveys, and work sheets (and all drafts, preliminary versions, 
alterations, modifications, revisions, changes, and amendments of any of the 
foregoing, as w'ell as any attachments or appendices thereto). The tenn also means 
any graphic or oral records or representations of any kind (including without 
limitation, photographs, charts, graphs, voice mails, microfiche, microfilm, videotape, 
recordings and motion pictures), electronic and mechanical records or representations 
of any kind (including, without limitation, tapes, cassettes, disks, computer server 
files, computer hard drive files, CDs, DVDs, memory sticks, and recordings), and 
other written, printed, typed, or other graphic or recorded matter of any kind or 
nature, however produced or reproduced, and whether preserved in writing, film, 
tape, disk, videotape or otherwise. A document bearing any notation not a part of the 
original text is to be considered a separate document. A draft or non-identical copy is 
a separate document within the meaning of this term, 

2. The tenn “documents in your possession, custody, or control” means (a) documents 
that are in your possession, custody, or control, whether held by you or your past or 
present agents, employees, or representatives acting on your behalf; (b) documents 
that you have a legal right to obtain, that you have a right to copy, or to which you 
have access; and (c) documents that you have placed in the temporary possession, 
custody, or control of any third party. 

3. The term “communication” means each manner or means of disclosure or exchange 
of infonnation, regardless of means utilized, whether oral, electronic, by document or 
otherwise, and whether face-to-face, in a meeting, by telephone, mail, telexes, 
discussions, releases, personal deliv'cry, or otherwise. 

4. The terms “and” and “or” shall be construed broadly and either conjunctively or 
disjunctively to bring within the scope of the request any infonnation which miglit 
otherwise be construed to be outside its scope. The singular includes plural number, 
and vice versa. The masculine includes the feminine and neuter genders. 

5. The tenns “person” or “persons” means natural persons, finns, partnerships, 
associations, corporations, subsidiaries, divisions, departments, joint ventures, 
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proprietorships, syndicates, or other legal, business or government entities, and all 
subsidiaries, affiliates, divisions, departments, branches, and other units thereof. 

6. The tenns “referring” or “relating,” with respect to any given subject, means anydhing 
that constitutes, contains, embodies, reflects, identifies, states, refers to, deals with, or 
is in any manner whatsoever pertinent to that subject. 


5 
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AKIN GUMP 

S F R A U S S HAUER & F E L D i, i p 

Attorneys at Law? 


STEVEN R. ROSS 

202-887.4343/fax: 202.887.4288 
sfoss@akingump,com 


November 1 8, 2009 


The Honorable Dennis J. Kucinich 
Chainnan 

Domestic Policy Subcommittee 
Committee on Oversight and Government Reform 
2157 Rayburn House Office Building 
Washington, DC 20515-6115 

Dear Chairman Kucinich: 

On behalf of Aetna Inc. (“Aetna”), this letter and accompanying enclosures responds to your 
October 22, 2009 letter seeking further information in conjunction with your September 17, 2009 
hearing. 

Please be advised that the information contained in this response is confidential and proprietary 
in nature and has been marked as such. We ask that these documents and information be kept 
confidential by the Committee. The disclosure of this information could result in substantial 
injury to the economic and competitive position of Aetna. We therefore ask that the Committee 
staff provide us with notice and an opportunity to be heard before the Committee, 
notwithstanding our request that these documents be kept confidential, discloses any infonnation 
from these documents to third parties. 

Attached here are documents and information responsive to Questions One, Two, Four, Five, and 
Seven of your letter. For purposes of identification and reference, the documents attached here 
have been consecutively numbered from AETNA-OGR-0000 1 - AETNA-OGR-000 1 6. Aetna’s 
response to Question Six will be provided tomorrow under separate cover and its remaining 
responses will be provided shortly. 

If you have any questions, please contact me at 202-887-4343. 



Steven R. Ross 
Counsel for Aetna 


Robert S. Strauss Building /1333 New Hampshire Avenue, N VV. / Washington, D.C. 20036-1564 202.687 4000 / fax; 202.887.4288 / www.aktngump.com 
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AKIN G U M P 

S r H A Li S S H A PER & E E L 1) 1. 1 p 


November 18, 2009 
Page 2 


Enclosures 


cc: The Honorable Jim Jordan, Ranking Member (w/ Ends.) 
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i ) hi 2003, Acma settled claims that it had engaged in a conspiracy to improperly deny, 
delay and/or reduce payment to physicians by engaging in several types of allegedly 
improper conduct, including, but not Hmit(^ to, misrepresenting and/or failing to disclose 
(he use of edits to uniiaterally “bundle,” “downcode” and/or reject claims for medically 
necessary covered services, failing and/or refusing to recognize CPTO modifiers, and 
concealing and/or misrepresenting the of improper guidelines and criteria to deny, 

delay and/or reduce payment for medically necessary covered sendees. 

a. What did Aetna agree to do to settle those claims? Please include dollar amounts, if 
settlement included a monetary component, as well as all substantive and procedural 
changes implemented by Aetna and its subsidiaries (by name) as part of the 
settlement or as a result of the claims having been brought. 


Aetna’s Response: See attached document at AETNA-OGR-00002 ~ AETNA-OGR-00005. 


CONFIDENTIAL & PROPRIETARY 


AETNA-OGR-00001 
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w»nt you to iaww * 

TAetna 

Physicians And Aetna Begin New Era Of Cooperation 

Agreement focuses on streamlining communication, reducing administrative complexity and 
improving the quality of the health care system; upon court acceptance, agreement would 
conclude litigation for Aetna; establishment of independent foundation and Physicians' 
Advisory Board highlight agreement 

NEW YORK, May 22, 2003 - Aetna (NYSE: A£D and representatives of over 700,000 physicians, 
state and other medical societies have settled a naticwial dass action pending in the federal court for 
the Southern District of Florida before U.S. Dlstrlrt Judge Federico Moreno, as well as multiple state 
court actions filed against the company. The agreement Includes industry-leading improvements to 
physician-related business practices that set new levels of transparency in paying claims, including a 
National Advisory Committee of Practicing Physicians to provide advice to Aetna on issues of 
importance to physicians. It also establishes an independent foundation dedicated to improving the 
quality of health care in America. The agreement will streamline communication between physicians 
and Aetna, reduce administrative complexity in the dalms payment system and help improve the 
quality of the health care system. 

These changes are expected to result in increased predictability and speed of dalms payment, 
creating significant value for physicians by reducing time-consuming and costly administrative 
burdens and giving them and their office staffs more time to focus on their central mission - providing 
health care to patients. Aetna also expects to be able to operate more efficiently and serve its 
customers and members more effectively, with lower administrative costs over time. 

If approved by the court, the agreement would conclude this lawsuit against Aetna involving issues 
dating back to 1990 and was part of on-going multi-district litigation currently pending against many 
of the nation's largest for-profit health insurers. This agreement will be filed with the court today. 

The value to physicians of the business practice improvements over the course of the agreement Is 
estimated at approximately $300 million. This represents, among other things, the value of prompt 
payment, lower administrative costs for physicians due to electronic claims submissions and reduced 
resubmissions resulting from increased levels of auto-adjudication. The cost to Aetna of Implementing 
these changes already has been included in Aetna's financial plans, including guidance for 2003. 

In addition to the significant business practice commitments that create a new a standard for the 
Industry, Aetna has agreed to pay $100 million to physicians and $20 million to a foundation 
established by the agreement, as well as up to $50 million in legal fees to be determined by the court. 
In connection with the settlement, Aetna expects to take an after-tax charge of approximately $75 
million In the second quarter of 2003, reflecting anticipated payments net of insurance. It will be 
recorded as an "other item" with no impact on operating earnings. 

Openness and Cooperation 

The physicians and Aetna have agreed to new levels of transparency and communication as well as a 
renewed c»mmltment concerning business pradiices through a number of initiatives. Examples of 
these include; 

• Establishing a National Advisory Committee of practicing physicians to provide advice to Aetna 
on issues of concern to physicians. 

• An efficient independent mechanism for dolors to appeal payment decisions with which they 
disagree. 

• Application of generally accepted medical standards in determining medical necessity. 

• Agreement on a nationally recognized and physician-approved set of rules governing claims 
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coding and grouping procedures. 

• A joint effort to develop a clalms-edltlng software package that incorporates physician- and 
industry-accepted claims coding and grouping procedures. 

• Increased electronic connectivity and direct, web-wiabled access to Aetna systems to verify 
reimbursement information and track d^ms. 

• Making a pharmacy discount card program available for i^yslcians to offer their patients. 


Agreement Establishes Foundation to Focus on Critical Health Care issues 

The Agreement establishes and provides initial binding for a newly created foundation, which will 
support initiatives that enhance physicians' ability to focus on the health care of their patients in 
critical areas such as: 

« Elimination of racial and edinic disparities in health care. 

• Improvements in the way the health care system manages end-of-life care. 

• Reduction and prevention of childhood obesity. 

• Addressing the problem of the uninsured. 


The foundation will be funded with an Initial grant of $20 million from Aetna. In addition, physidans 
will have the option of directing their individual shares of the $100 million settlement to the 
foundation. 

"This agreement represents a sea change In relations between physicians and Aetna that will lead to 
greater cooperation on critical aspects of quality, availability and affordability of care," said John W. 
Rowe, M.D., chairman and CEO of Aetna. “As a physidan, I know the importance of strengthening our 
working relationship with the medical community and have made it a priority for the entire Aetna 
organization. 

"These Initiatives build on our ongoing efforts to increase efficiency and lower administrative costs In 
the health care system. Streamlining business processes will leverage great value for physidans in 
terms of reduced overhead and greater focus on patient care, as well as reduce Aetna's administrative 
costs. 

"We do not anticipate that the agreement will affect Aetna's ability to effectively manage medical costs 
for its customers. In fact, the new climate of cooperation will further enhance Aetna's competitiveness 
by increasing our ability to work with physicians on case and disease management programs, which 
help control medical costs by ensuring that patients receive timely care. I am also pleased that this 
agreement removes the major and costly distracliorj of this litigation from our business environment 
and will atlow us to concentrate further on achieving our objective of profitable growth." 

"They have opened their doors and we see this as a turning point in modern medicine," agreed Jack 
Lewin, M.D., CEO of the California Medical Association. "Aetna Is a leader In demonstrating real 
inrtoyatlon In this agreement. In short, physidans wilt have more time to be physicians. This improved 
efficiency has enormous value to physidans as well as to the entire health care system, Including 
Aetna. We also believe that the Foundation established by this agreement will make an Important 
contribution in improving health quality for Americans." 

"Today marks a new era in health care delivery and Aetna should be congratulated for their openness 
and support of physicians and their patients," said Tim Norbeck, executive director of the Connecticut 
State Medical Society. "From the very beginning, our primary goal has been to change the system and 
make it better for physidans and their patients. Our member physicians are pleased that many of 
their issues have been addressed fairly, and we believe that this new level of cooperation and 
transparency will benefit patients. Aetna's bold step in this class action settlement has set a new 
standard for the Industry." 
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Medicai Societies Endorse Agreement 

The agreement has been endorsed by the fcrflowlr^ medial asdelies and professional organizations 
who will be actively encouraging their members to Indicate their support for the proposal: 

« Alaska State Medical Association 

• California Medicai Association 

• Connecticut State Medical Society 

• Denton County (TX) Medical Association 

• El Paso County (CO) Medical Society 

• Florida Medical Association 

• Hawaii Medicai Association 

• Louisiana State Medical Society 

• Medicai Association of Georgia 

• Medical Society of the State of New York 

• Medical Society of New Jersey 

• Nebraska Medical Association 

• New Hampshire Medical Society 

• North Carolina Medicai Society 

• North Virginia Medical Societies 

• South Carolina Medical Association 

• Tennessee Medical Association 

• Texas Medical Association 

« Washington State Medical Association 


"The American Medical Association expects this settlement to raise the bar for the entire health 
insurance industry on fair and open business practices," said Donald J. Palmisano, M.O., AMA 
President-elect. "The AMA commends the many medical associations and individual physician 
plaintiffs, who fought for these improvements and persevered. Dr. Rowe, Aetna's CEO and a longtime 
AMA member, has succeeded in turning his understanding of physician concerns into action will 
benefit both patients and Aetna as well." 

"The primary achievement of this agreement for physicians Is found in the fijndamental recognition by 
Aetna of the Important of America's physicians in the healthcare equation," said Archie Lamb, co- 
iead counsel of the national class action. "Aetna's promises memorialized in the agreement to commit 
to external review, transparency, clearly defined coding guidelines and a meaningful enforcement 
mechanism are truly landmark commitments.” 

"The commitments contained In this agreement are premised on achieving the highest quality delivery 
of health care and represent a new standard for the Industry that is truly in the best interest of 
physicians and their patients," said Edith Kailas, a partner at Milberg Weiss Bershad Hynes & Lerach 


"As an employer we applaud today's agreement between Aetna and physicians as an opportunity to 
leapfrog industry efforts to remove administrative costs by streamlining our complex health care 
system. We believe this will be a win for our employees, retirees and their families, as well as for 
doctors and employers," said David Kostetansky, Corporate Director, Human Resources & Benefits, 
FMC Technologies, which has been a customer of Aetna's for 14 years, and has worked in partnership 
with Aetna on efforts to Improve relationships with physicians. 

"We believe that this agreement has the potential to ultimately remove costs from the system by 
enhancing Aetna's substantial efforts to date to streamline processes and improve its relationships 
with doctors and care providers," added Kosteiansky. 

Aetna is one of the nation's leading providers of health care, dental, pharmacy, group life, disability 
and long-term care products, serving approximately 13.0 million medical members, 11.4 million 
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dental members and 11.8 million group Insurance cu^omers, as of March 31, 2003. The company has 
expansive nationwide networks of more than S62,{K}0 health care services providers, including over 
337,000 primary care and specialist physicians and 3,387 hospitals. For more information about 
Aetna, please visit the company’s website at www.artna.com. 

The California Medical Association is the professional organization of 35,000 California physicians, 
representing all modes of practice and specialties. 

The Connecticut State Medical Society (CSMS) Is a federation of eight component county medical 
associations, with a total membership exceeding 7,000 physicians. CSMS itself is a constituent state 
entity of the American Medical Association. Founded by die physician-patriots of the American 
Revolution, the Society operates from a heritage of democratic principles embodied In its Chatter and 
Bylaws. 


Copyright 2001 2009 Aetna Inc. Web Pri vacy Statemen t i Local Statement | Privacy Notices | Member Disclosure 
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2) Please provide the subcommittee with the following statistics for 2008; Number of 
claims Aetna received; the number of claims paid within 30 days, and the value in dollars 
to Aetna of claims that Aetna did not pay within 30 days. 60 days, 90 days, and 1 20 days. 


Aetna's Response: In 2008, Aetna processed approximately 223 million medical and denial 
claims. This figure includes claims processed both for insurance policies underwritten by Aetna 
and for seif funded plans for which Aetna acts as third party administrator. For that total set, 
Aetna adjudicated 98,9% svithin 30 days of rcccipt. 

In general, state laws require payment of interest to the extent payment occurs later than a period 
set by statute, typically 30 days after rcccipt of a clean claim. Interest rates are set by statute and 
vary among states, but under all such laws the statutory interest rate exceeded the interest Aetna 
could earn on short-term fixed rate investments in 2008. Any financial benefit from the use of 
funds associated with claims adjudicated for self fimded plan.s inures to those plans. Therefore, 
Aetna did not obtain any net financial benefit from the use of funds associated with claims that 
Aetna adjudicated more than 30 days after receipt. 
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4) Mr. Schock asked what percent of rcimbur«;d care is defensive medicine performed out 
of physician concerns about medical malpractice liabilify. 

Aetna’s Response: See attached document at AETNA-OGR-00008 — AETNA-OGR-00014. 
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CONGRESSIONAL BUDGET OFFICE 
U.S. Congress 
Washington, DC 20515 


Douglas W. Elmendorf, Director 


October 9, 2009 


Honorable Oirin G. Hatch 
United States Senate 
Washington, DC 20510 

Dear Senaton 

This letter responds to your request for an updated analysis of the effects of proposals to 
limit costs related to medical malpractice (“tort reform"). Tort refonn could affect costs 
for health care both directly and indirectly: directly, by lowering premiums for medical 
liability insurance; and indirectly, by reducing the use of diagnostic tests and other health 
care services when providers tecommend those services principally to reduce their 
potential exposure to lawsuits. Because of mixed evidence about whether tort reform 
affects the utilization of health care seivices, past analyses by the Congressional Budget 
Office (CBO) have focused on the impact of tort reform on premiums for malpractice 
insurance. However, more recent research has provided additional evidence to suggest 
that lowering the cost of medical malpractice (ends to reduce the use of health care 
sci-viccs. CBO has updated its estimate of the budgetary effects of proposals for tort 
refoim to reflect that new information. 

Background on Tort Reform 

Under cuirent law, individuals may pur.suc civil claims against physicians and other 
health care providers for alleged torts — breaches of duty that result in personal injury. 
The system has twin objectives: detemng negligent behavior on the pan of providers and 
compensating claimants for losses they incur (including medical costs, lost wages, and 
pain and suffering) resulting from injuries that occur because of negligence. 

Many obseiTers have proposed nationwide curbs on medical malpractice torts. As CBO 
outlined in its 2008 report Key hsiies in Analyzhtfi Major Healih Insurance Proposals, 
reforms to the ton system generally fall Into one of two categories: caps on the payments 
that may be made and limits on who may be found liable. Broader refonns, such as the 
establishment of specialized courts or different .standards of evidence, have also been 
discussed, but they have not featured as prominently in legislative proposals. 

Cap.s on ton awards could take a number of forms. One common proposal would limit 
awards for noneconomic damages, such as pain and suffering. Other proposals would 
limit the amount awarded for punitive damages, or the situations in which a plaintiff 
could receive awards for punitive damages, or both. Still other proposals would cap the 
contingency fees that claimants’ attorneys could collect as a percentage of the lota! 


wvm.cbo.gov 
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damages recovered. Additionally, some proposals would allow compensation that 
plaintiffs received from other sources — including payments from health and life 
insurance, workers’ compensation, and automobile insurance — to be Inti-oduced at trials 
(juries presumably would take that infonnation into account in determining awards); 
some proposals would also prevent those other sources from receiving any portion of 
awaids for damages. 

The two most common ways of imposing limits on liability are to shorten the statute of 
limitations on malpractice claims and to change the rules regarding Joint-and-several 
liability. The principle of joint-and-several liability allows a claimant to recover the entire 
amount of a damage awaid from any one of the parties found to be responsible for an 
injury, regardless of the party's degree of responsibility for that injury. Replacing joint- 
and-several liability with a “fair-share” rule would limit each defendant’s financial 
liability to his or her percentage share of responsibility for the injuiy. 

Several times over the past decade, CBO has estimated the effects of legislative tort 
reform proposals. Typical proposals have included: 

• A cap of $250,000 on awards for noneconomic damages; 

• A cap on awards for punitive damages of $500,000 or two time.s the award for 
economic damages, whichever is greater; 

• Modification of the “collateral source” rule to allow evidence of income from 
such sources as health and life insurance, workers’ compensation, and automobile 
insurance to be Introduced at tiials or to require that such income be subtracted 
from awards decided by juries; 

• A statute of limitations — one year for adults and three years for children — from 
the date of discovery of an injury; and 

• Replacement of joint-and-several liability with a fair-share rule, under which a 
defendant in a lawsuit would be liable only for the percentage of the final award 
that was equal to his or her share of responsibility for die injury. 

The Effect of Tort Reform on Premiums for Medical 
Liability Insurance 

National implementation of a package of proposals similar to the preceding list would 
reduce total national premiums for medical liability insurance by about 10 percent, CBO 
now estimates. That figure reflects the fact that many states have already enacted at least 
some of the proposed refoirns. For example, about one-thiid of the states have 
implemented caps on noneconomic damages, and about two-thirds have reformed their 
rule.s regarding joint-and-several liability. 

CBO estimates that the direct costs that providers will incur in 2009 for medical 
malpractice liability — which consist of malpractice insurance premiums together with 
settlements, awards, and administrative costs not covered by insurance— will total 
approximately $35 billion, or about 2 percent of total health care expenditures. Therefore, 
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lowering premiums for medical liability insurance by 10 percent would reduce total 
national health care expenditures by about 0.2 percent. 

Recent Ev idence on the Broader Effects of Tort Reform 

On the basis of newly available research, CBO ha.s updated it.s analysis of the effects of 
toil reform to include not only direct savings from lower premium.s for medical liability 
insurance but also indirect .savings from reduced utilization of health care services. Many 
analysts surmise that the cunent medical liability system encourages providers to 
increase the volume or intensity of the health care services they provide to protect 
themselves against possible lawsuits. (An example of increasing intensity would be 
ordering a computerized tomography «:an rather than a simple x-ray.) In earlier analyses, 
CBO did not incorporate such effects in its estimates because research on the impact of 
tort refonn on the use of health care services produced inconsistent results. For example, 
Kessler and McClellan (1996) and CBO (2(K)6) both obseived reductions in Medicare’s 
hospital spending in states that had enacted a cap on noneconomic damages (for the full 
citations, see the attached list of references); however, those studies also reported 
increases in Medicare’s spending for hospitals and for physicians’ services in states that 
had changed their joint-and-several liability rules to fair-share lules. 

More recent research has yielded additional evidence that tort reform reduces the use of 
health caie services. Lakdaw'alla and Seabury (2009) and Baicker, Fisher, and Chandra 
(2007), using data on hospitals' total expenditures and Medicare’s spending for Part A 
and Pan B services, found that reductions in the cost of medical liability lowered health 
care expenditures.' In addition, Avraham, Dafny, atid Schanzenbach (2009) found that 
several types of reform significantly lowered the costs of health plans offered by self- 
insured employers. 

Other recent research seeks to reconcile some earlier results that appeared to be 
contradictory. Cunie and MacLeod (2008) have suggested that certain components of tort 
refoirn, such as changes in the rules on joinl-and-several liability, create different 
financial incentives for physicians than do other reform components, such as caps on 
noneconomic damage.s. Caps on damages unambiguously reduce financial liability for all 
providers, Reform of joint-and-several liability rules, however, is likely to increase the 
financial liability of the providers assigned the greatest share of responsibility in 
malpractice cases — typically, physicians. Therefore, physicians may reduce the volume 
and inten.sity of the services they provide in response to caps on damages, but they may 
increase volume and intensity in response to reform of joint-and-severa! liability rules. As 
a result, the inclusion or exclusion of specific components In a legislative tort reform 
proposal could affect the proposal’s likely impact on health care spending. 

The Effects of Tort Reform on Total Health Care Spending and the 
F^eral Budget 

CBO now estimates, on the ba.sis of an analysis incorporating the results of recent 
research, that if a package of proposals such as those described above was enacted, it 
would reduce total national health care .spending by about 0.5 percent (about $1 1 billion 
in 2009). That figure i.s the .sum of the direct reduction in spending of 0.2 percent from 


' Pan A of Medicare pay.*; lor hospital care arid refitcd services; Part li pays for ciire by physicians and 
related scn iccs. 
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Table I. 

Effects of Tort Reform on Mandatoi> Spenc&is and Tax Revenues 






Total 


(Billinits ordciliars) 

20)0 2011 2t)12 2AI3 

2»I4 2015 2016 2017 2018 

20J9 

2010- 

2014 

2010. 

2019 

Change in Mamlntory Spending* 0 -0.7 -1.8 -3.2 

-4.6 -.‘>.4 -3.9 -6.0 -6.3 

-7.0 

-S0.3 

-41.0 

Change in Rewmies 

0 0.2 0.6 I.O 

1.5 i.7 1,8 l.>) 2.! 

2.2 

.3.2 

13.0 

Net Edcct on the rtcUcii*^ 

0 -0.9 -2A -4.2 

-6.1 -7.1 -7.7 -7.9 -S.4 

•9.2 

-I3..‘> 

-54.0 

Sources: ('(»igrc«<.i!nal HuHacI 

Olfvei toM CctiaMIcc TavUni. 
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lower medical liability premiums, as discussed earlier, and an additional indirect 
reduction of 0.3 percent from slightly less utilization of health care services. (That 
reduction is the estimated net effect of the entire package listed earlier, although some 
components of that package might increase the utilization of physicians’ services, as has 
already been noted.) CBO's estimate takes into account the fact that because many states 
have already implemented some of the changes in the package, a .significant fraction of 
the potential cost saving.s has already been realized. 

In the ca.se of the federal budget, enactment of such a package of proposals would reduce 
mandatory spending for Medicare, Medicaid, the Children's Health Insurance Program, 
and the Federal Employees Health Benefits program by roughly $41 billion over the next 
10 years (see Table 1 ).' That figure includes a larger percentage decline in Medicare’.s 
spending than in the other programs’ or in national health spending in general, a 
calculation based on empirical evidence showing that the impact of tort refonn on the 
utilization of health care services is greater for Medicaie than for the rest of the health 
care system. One possible explanation for that dispaj jty is that the bulk of Medicare’s 
spending is on a fee-for-seivice basis, whereas most private health care spending occurs 
through plans that manage care to some degree. Such plans limit the use of seivices that 
have marginal or no benefit to patients (some of which might otherwise be provided as 
“defensive” medicine); in that way. plans contjol costs and keep premiums lower than 
they othei-wise would be. In re.search reported in 2002, Kessler and McClellan found that 
when tort reform was introduced, health care spending in regions with relatively more 
enrollees in managed care plans did not fall as much as it did in regions with relatively 
fewer enrollees. Presumably, the managed care plans had already eliminated some of the 
defensive medicine that would othei-wise have been dimini.shed by tort reform. 


’ .SpeniJing in .sonic dLscrciionary fedeniJ pnigrairu: could al-so be reduced, bm luading for those prograim is 
sul?jcct lo fuUiiv iippi npi intioii iiclioii and is ikh included in Uic estimates in Tabic I . Foi' example, some 
siiving.s could be realized il' the amounts appropriated lo such federal agencies as the Department of 
Defense nnd (he IXpnriment of Veterans Affairs were reiluccd because of lower health care costs as a result 
of tort reform, hi CBO’s estimation, that reduction would be less lliaii SI billion during the 2010-2019 
period. The impact <mi federal agencies would be proportionally smaller than the impact on the overall 
heall!) care system because medical malpractice coas arc already lower Ihaii average for entities covered by 
the Federal Ton Claims Act. 
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By reducing spending on healthcare in the private sector, the package of proposals 
discussed here would also affect federal revenues. Much private-sector health care is 
provided through ernployment-based insurance that represents nontaxable compensation. 
Lower costs for health care arising from those proposals would lead to higher taxable 
wages and thereby increase federal tax revenues by an estimated $13 billion over the next 
10 years, according to estimates by the staff of the Joint Committee on Taxation (JCT). 
Combining the effects on both mandatory spending and revenues, a tort reform package 
of the sort described earlier in this letter wtmld reduce federal budget deficits by roughly 
$54 billion over the next 10 years. That estimate assumes that a change enacted in 2010 
would have an impact that increased over time, achieving its full effect after four years, 
as providers gradually changed their practice patterns. Of course, the estimated effect of 
any specific legislative proposal would depend on the details of that proposal. 

The Effects of Tort Reform on Health Outcomes 

Because medical malpractice laws exist to allow patients to sue for damages that result 
from negligent health care, imposing limits on that right might be expected to have a 
negative impact on health outcomes. There is less evidence about the effects of tort 
refoiTn on people’s health, however, than about its effects on health care spending — 
becau.se many studies of malpractice co.sts do not examine health outcome.s. Some recent 
research has found that tort reform may advei-sely affect such outcomes, but other studies 
have concluded otherwise. Lakdawalla and Seabuiy (2009) found that a 10 percent 
reduction in costs related to medical malpractice liability would increase the nation’s 
overall mortality rate by 0.2 percent. However, Kessler and McClellan ( 1996 and 2002) 
and Sloan and Shadle (2009) concluded that tort reform generated no significant adverse 
outcomes for patients’ health. 

I hope you find this information useful. If you have any further questions, please contact 
me or my staff. The primary staff contact is Stuart Hagen. 

Sincerely. 

UJ- 

Douglas W. Elmendorf 
Director 



cc: Honorable Patrick J. Leahy 

Chainnan 

Senate Committee on the Judiciary 

Honorable Jeff Sessions 

Ranking Member 

Senate Committee on the Judiciary 

Honorable John Conyers Jr. 
Chainnan 

Hou.se Committee on the Judiciary 
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Honorable Lamar Smith 

Ranking Member 

House Committee on the judiciary 


Attachment: References 
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5) Mr. Kennedy asked for tangible recommendations for creating metrics with which to 
evaiuate the efficiency of the company's Infonnation Tcchnoiogy with respect to its 
performance in reducing waste, duplication and redundancy. 


Aetna’s Response: Aetna is committed to reducing costs and improving quality in our health 
care system. Streamlined administrative functions, including the sharing of patient medical 
information at the point of service, will greatly improve the delivery of health care for patients 
and medical professionals. Aetna's cfTorts and those of the indu,stry will increase provider 
efficiency and enhance cooperation among providers, patients and insurers. These initiatives 
have already led to demonstrated quality improvements and have trcmcndou.s potential both to 
raise quality and rcducc administrative cost. 

While Aetna participates in the national discussion regarding health information technology 
(“HIT’) and its role In health care reform, Aetna, along with other carriers, has already 
committed to a comprehensive overhaul of administrative processes to standardize and automate 
five key functions: claims submissions, eligibility, claims status, payment, and remittance to 
providers. The industry, including America’s Health Insurance Plans (AHIP) and the Blue Cross 
and Blue Shield Association (BCBSA), have launched a pilot program in Ohio giving physicians 
access to multiple insurers through a single channel for iltc puqTOSC of conducting key 
administrative functions. This initiative has strong support from local health plans (that 
represent more than 91% of state residents with private health insurance) and five major 
statewide physician organizations. In creating this cooperative system, the industry is 
responding to physicians' need for singular and streamlined service in electronic transactions. 
This is a critical first step in HIT reform and similar regional services should be developed and 
eventually expanded to cover the entire country. Similar efforts will be launched in New Jersey 
in the near future. This reform is a critically important component of our nation’s overall 
strategy for containing costs and has the potential to create hundreds of billions of dollars in 
provider savings. 


As a leader in the HIT movement, Aetna uses HIT to improve health care quality by giving 
consumers and their doctors tools to empower better decision-making with accc.ss to personal 
health information in real-time. Since 2005, Aetna has invested more than SI .8 billion in HIT, 
an investment that is already proving valuable. Our unique clinical decision-support tcchnoiogy, 
CarcEnginc<£> provided through ActivcHcalth Management, has been used to analyze more than 
18 million complete patient records against current standards of care to identify gaps in care and 
to alert physicians to “care considerations’’ for their review. 

CarcEnginc^S) wa.s tested in a random clinical trial, with the results published In 2005 and again 
in 2008, This technology and the subsequent physician actions produced a reduction in patient 
ho.spitalizations of 8% and a savings in charges of more than $8 per member, per month. In a 
2008 study, the tool’s impact was further validated by findings (hat showed the use of advanced 
clinical-decision support with care alerts reduced overall charges by 6%, wdth savings in excess 
of$21 per member per month. Aetna is dedicated to raising the bar of quality mea.surcmcnt by its 
ability to collect and integrate diverse data for clinicians. 
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7) Can you provide an estimate of the value of medical expenses the company believed it 
was avoiding by shedding 8 million policylwldcni. as reported by Forbes magazine? 
Additionally, provide a narrative “of the relationship between the data that you gather and 
the way that’s used as a tool for your decision making with respect to your customers and 
whether they will continue to have policies. This would deal with shedding, rescissions, 
even, you know, any use of information technology that was used to shed any of those 8 
million customers,” 

a. What were the guidelines and/or criteria used to determine which policy holders to 
shed? Did you focus on any particular occupations, indiustrics, medical conditions or 
geographic areas? 

b. What tactics were implemented to shed those policy holdcf.s or to cause them to 
discontinue their policies? 


Aetna’s Response: The referenced Forbes magazine article relates to a period during which 
Aetna's membership declined significantly. In 2001, Aetna suffered substantial operating losses, 
primarily because the company's previously calculated premium increases did not rise as quickly 
a,s did medical costs. During 2001 , Aetna increased premiums to levels that tt estimated would 
permit it to return to profitability. To determine rcquc.stcd premium levels, Aetna analyzed 
historic medical co.st.s and trends, analyzed actuarial data and applied Aetna’s underwriting 
policies, con.sistcnt with applicable state laws. Since 2001, Aetna has continued to determine its 
premium rcquc.sfs using the same types of data and actuarial and underwriting methodologies. 
Since the period referenced in the Forbes magazine article, Aetna has incrca.scd membership and 
has adjusted premiums in response to increasing medical costs. In light of competitive 
conditions and inherent uncertainty in the insurance pricing process, it is not certain whether 
Aetna’s pricing actions in any given year will lead to increa.sc.s or dccrca.sc.s in membership, 
premiums, medical costs or profits. In all instances, however, Actna’.s pricing process is guided 
by medical costs and trends, actuarial data, underwriting policies, and applicable state laws and 
regulations. 


CONFIDENTIAL & PROPRIETARY 


AETNA-OGR-00016 



381 


AKIN GUMP 

S T R A U S S H A U E R & F E L D L L p 

Attomeys a! Law 

STEVEN R. ROSS 

202.8a7.4343/fax: 202.887.4288 
sfoss@3kingump,com 


November 1 9, 2009 


The Honorable Dennis J. Kucinich 
Chaimian 

Domestic Policy Subcommittee 
Committee on Oversight and Government Reform 
2157 Rayburn House Office Building 
Washington, DC 20515-6115 

Dear Chairman Kucinich: 

On behalf of Aetna Inc. (“Aetna”), this letter and enclosure responds to your October 22, 2009 
letter seeking further infonnation in conjunction with your September 1 7, 2009 hearing. 

Please be advised that the information contained in this response is highly confidential and 
proprietary in nature and has been marked as such. We ask that this document and information 
contained herein be kept confidential by the Committee. The disclosure of this information 
could result in substantial injury to Ms. Patricia Farrell in both a professional and personal 
capacity. We therefore ask that the Committee staff provide us with notice and an opportunity to 
be heard before the Committee, notwithstanding our request that this document be kept 
confidential, discloses any infonnation from this document to third parties. 

Attached here is a document that responds to Question Six of your letter. For purposes of 
identification and reference, this document has been numbered AETNA-OGR-00017. Aetna’s 
remaining responses will be provided shortly. If you have any questions, please contact me at 
202-887-4343. 



Steven R. Ross 
Counsel for Aetna 


Enclosure 

cc: The Honorable Jim Jordan, Ranking Member (vi/ Enel.) 


Robert S Slmiiss Building / 1 333 New Hampshire Avenue. N.VV. / Washington, D.C. 20036-1564 / 202.887.4000 I fax 202 887 4288 
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At the September 1 7, 2009 hearing. Rep. John Conyers asked Patricia Farrell, Senior Vice 
President, National and International Business Solutions at Aetna Inc., what was “her annual 
compensation per year?” Ms. Farrell agreed to provide this confidential information in writing at 
a later date. For 2008, Ms. Farrell received from Aetna compensation payments, including her 
bonus, orS672,649. 
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SrEPTOE & John SON. -i'- 

\ r l O K N L V S A r I. A w 


James D. Barnette 

202,429.6207 

jbarnefCe@steptoe.com 


B30 Connecticut Avenue, NW 
Washington, DC 20036-1795 
Tei 202.429.3000 
Fax 202.429.5902 
sfeptoe.com 


November 19, 2009 


The Honorable Dennis J. Kucinich 
Chairman 

Domestic Policy Subcommittee 

Committee on Oversight and Government Reform 

U.S. House of Representatives 

2157 Rayburn House Office Building 

Washington, DC 20515-6143 

Dear Chairman Kucinich: 

We represent CIGNA Corporation (“CIGNA” or the “Corporation”) and are writing in 
response to your October 22, 2009 letter to Mr. Thomas Richards. By agreement with your 
staff, our deadline for a response to your letter was extended to November 19, 2009, Please 
find below responses to your questions and document requests. 

Some of the information contained herein may be business sensitive and would cause 
commercial harm to CIGNA if it were to be publicly disclosed. To the extent that the 
Subcommittee is considering such disclosure, we request that you provide us notice and an 
opportunity to be heard on whether the publication of our responses or the release of the audio 
tapes would be appropriate under the circumstances. We understand that your inquiry is for 
the public record in the context of an official Subcommittee hearing, but we do not view 
anything in either the House or Committee Rules that would prevent you from redacting our 
responses from public disclosure. We appreciate your discretion in this respect. 

Request #1 : 

In 2004, CIGNA .settled claims for delaying and/or denying claims for patients of self- 
refunded plans. And in 2009, CIGNA settled with the New York State Attorney General 
concerning its use of the Ingenix database. 

(a) What did CIGNA agree to do to settle those claims? Please include dollar 
amounts, if settlement included a monetary component, as well as ail 
substantive and procedural changes implemented by CIGNA and its 
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subsidiaries (by name) as part of the settlement or as a result of the claims 
having been brought. 


(b) Has CIGNA settled other claims or state regulatory actions relating to the 
wrongful delay or denial of claims since 2004? If so, please include all 
relevant details of the settlement. If so, please also provide the Subcommittee 
with figures on the income and incentives received by executives responsible 
for operations that included the alleged activities that were the subject of 
settlement. 

CIGNA does not as a business strategy or practice delay claims processing or inappropriately 
deny claims. One of our principal imperatives as a provider of health and wellness benefits is 
to help health care providers achieve the best possible medical outcomes for our members. 
CIGNA does not consider costs of service in establishing coverage policy or in our decisions 
to provide access to care other than infrequent circumstances. Those infrequent occurrences 
arise when there are multiple items or services with equivalent safety and effectiveness. 
CIGNA’s medical necessity policies and determinations are made by clinicians and are based 
on the most recently published scientific evidence, We consider both the safety and the 
effectiveness of health care procedures, treatments, devices, drugs, and diagnostic tests. 

Attachment A contains copies of two settlement agreements with respect to the multi-district 
litigation settled in 2004 referred to above. In addition, please find attached a copy of the 
settlement with the New York Attorney General relating to the Ingenix litigation. These 
documents reflect the monetary components as well as substantive changes implemented by 
CIGNA. 

With respect to individual settlement claims, please find below a chart reflecting (1) the total 
amount of claims CIGNA has paid since 2004, (2) the aggregate settlement amounts for each 
of those years, and (3) the number of settled lawsuits for each of those years. The first 
column is included as context for claim payment history, that is, the total settlement amounts 
over this period represent less than 0.01 percent of the total amount that CIGNA paid in 
claims. 


Year 

Total Value of Medical and 
Pharmacy Benefits Paid 
(Rounded) 

Aggregate Settlement 
Amounts 

Number of Settled 
Member Lawsuits 

2004 

$26,396,000,000 

$1,475,655.71 

69 

2005 

$25,392,000,000 

$ 553,791.55 

59 

2006 

$26,444,000,000 

$1,549,295.81 

50 

2007 

$29,217,000,000 

$ 611,512.12 

47 

2008 

$34,913,000,000 

S 310,189.59 

33 


Additionally, Attachment B contains settlement agreements in two multi-party actions. 
CIGNA is prepared to discuss with you and your staff any additional information that we can 
provide pursuant to this request. 
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With respect to stale regulatory actions, it is important for the Subcommittee to realize that 
the health insurance industry, including CIGNA, is subject to regular reviews from state 
insurance commissioners and other regulators. In particular, the states conduct “market 
conduct e,\ams” (“MCEs”)” on a regular basis. The MCEs cover the full scope of CIGNA’s 
business. The following is a summary of actions over the last five years. 


Year 

Regulatory Actions 

Aggregate Settlement 
Amounts 

2004 

14 

$ 809,726.00 

2005 

11 

$ 310,609.48 

2006 

7 

$ 106,300.00 

2007 

9 

$ 975,900.00 

2008 

5 

$ 280,991.57 


Finally, in response to the last part of your inquiry, as stated above, CIGNA's medical 
necessity policies and determinations are made by clinicians and are based on the most 
recently published scientific evidence. The income and “incentives” of CIGNA executives or 
employees are not dependent on the approval or denial of claims. Therefore, we have no 
responsive data with respect to the third sentence of this inquiry. 

Request #2 : 

In your testimony, you stated "In 2008, CIGNA processed approximately 91 
million claims for payment. More than 90 million of these claims were paid 
without question ... Of the approximately one million claims that did require 
prior authorization, all but 0.08 percent were approved on initial review." What 
is the value in dollars to CIGNA of the claims that CIGNA did not pay within 30 
days, 60 days, 90 days, 120 days? 

CIGNA holds itself to a high standard on the payment of claims. Our commitment to 
continuous improvement includes paying doctors, facilities, and other health care 
professionals on a timely basis. In 2008, 98.87 percent of claims were paid within 30 days, 
and 95.88 percent of claims were paid within 14 days. We track payment in 14-day and 30- 
day categories based on when we receive a “complete” claim. Please note that we do not 
track claims payment based on dollar amount and, as such, do not manage our claims payment 
inventory based on dollar amount. We work to pay claims as timely as possible regardless of 
the dollar value of the claim. 

Request #3 : 


Mr. Cummings asked that your company provide the Subcommittee with 
audiotapes of, and materials prepared for or about, internal meetings, known in 
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some companies as "town hall meetings," in which financial results, particularly 
the Medical Loss Ratio, are discussed with employees. 

Included in this transmittal are recordings of CIGNA “town hall meetings” conducted in 
2009. Attachment C contains copies of slides referenced in the audios for the specific 
meetings. 

Request #4 : 

Mr. Schock asked what percent of reimbursed care is defensive medicine 
performed out of physician concerns about medical malpractice liability. 

CIGNA itself does not maintain any specific data on the amount of “defensive medicine” that 
physicians may perform out of concerns about medical malpractice liability. We look at the 
safety and the effectiveness of health care procedures, treatments, devices, drugs, and 
diagnostic tests requested for our customers when making access to care determinations. 

Provided below are citations for four publicly available studies that document and quantify 
the impact of “defensive medicine.” 

1. A May 1996 study in the Quarterly Review of Economics and Finance, by Daniel P. 
Kessler and Mark B. McClellan, estimated that 5-9 percent of total medical spending 
is due to defensive medicine 

2. A June 2005 study in the Journal of America Medical Association concluded that 93 
percent of Pennsylvania physicians surveyed reported practicing defensive medicine. 

3. A 2006 Price WaterhouseCoopers study estimated that overall, approximately 10 
percent of the costs of medical services are attributed to the cost of litigation and 
defensive medicine, 

4. A November 2008 study done by the Massachusetts Medical Society found that 13 
percent of all hospital admissions and 30 percent of MRl/CT studies and specialty 
consultations were ordered due to malpractice concerns. 

Request #5 : 

Mr. Kennedy asked for tangible reeommendations for creating metrics with 
which to evaluate the efficiency of the company's Information Technology with 
respect to its performance in reducing waste, duplication and redundancy. 

CIGNA works closely with doctors and hospitals to reduce waste, duplication and 
redundancy. We are committed to addressing the needs of practicing physicians for 
administrative simplicity, and in that way contributing to improvements in patients’ 
experience. We propose that the following indu.stry metrics will help to improve quality, 
outcomes and ultimately have a positive affect on health care costs. 
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Metric 1 : Percent of Electronic Administrative Transactions 

With respect to administrative interaction between providers and health plans, there are five 
primary touch points that benefit from the application of information technology: (1) 
eligibility verification, (2) claim submission, (3) claim status inquiry, (4) claim payment and 
(5) claim remittance. Electronic versions of these interactions, based on existing HIPAA 
standards, currently support 43 percent of all such activity across the industry. Conversion of 
the remaining activity to electronic means would yield $29.7 billion in savings across the 
industry (source: US Healthcare Efficiency Index, www.ushealthcareindex.com ). We suggest 
metrics around these touch points. 

Relatedly, CIGNA is one of many major healthcare companies participating in a task force led 
by America's Health Insurance Plans (“AHIP”) to identify opportunities to simplify 
administrative interaction between health care professionals and healthcare companies. The 
goal of the task force is to reduce the administrative complexity that health care professionals 
experience when interacting with multiple healthcare companies. On October 5, 2009, 
CIGNA and other AHIP representatives joined health care professionals to announce the 
kickoff of a technology test phase in Ohio. This will give doctors access to a new multi-payer 
web portal (i.e., a single website) designed to simplify their interactions with CIGNA and 
other health plans. The web portal will offer 15 administrative and clinical capabilities in 
real-time for eligibility and benefits inquiry, claim submission, claim status inquiry', referrals, 
and prior authorization. 

Metric 2: CORE Certification 

The Committee on Operating Rules for Information Exchange (“CORE”), established by the 
Council for Affordable Quality Healthcare (“CAQH”), was created to build consensus among 
health care industry stakeholders on a set of operating rules that enhance HIPAA transaction 
standards to further streamline electronic healthcare data exchange. The widespread adoption 
of CORE rules will help health care professionals receive more consistent and predictable 
data across multiple health plans. CAQH reports that 75 percent of commercially insured 
members are covered by health plans that are either CORE-ccrtified or are in the process of 
achieving certification. CIGNA suggests adding CORE certification as a metric for each 
phase of CORE rules. 

Metric 3: Electronic Prescriptions 

Electronic prescriptions improve patient safety by allowing medication history and allergies to 
be evaluated at the point of care. We suggest a metric around the percentage of prescriptions 
enabled electronically for transmission. 

Metric 4: Electronic Lab Results 

There is significant value in making lab test results available electronically. It can reduce 
duplicative testing (reducing costs) and improve quality as well (providing a more complete 
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and accurate clinical picture to track health issues). We suggest a metric around the 
percentage of lab results available electronically. 

Metric 5: “Gaps in Care” Electronic Alerts 

“Gaps in Care” alerts are evidence-based care guidelines that shape appropriate interventions 
and medication adherence for a variety of chronic and acute conditions. Health plans often 
maintain the most comprehensive set of clinical data available for individuals today, and as 
such, programs to “alert” physicians to potential compliance issues with these care guidelines 
are common. 

Metric 6: Electronic Personal Health Records 

Consumer access to information has been accepted as a means of creating well-informed 
patients that have the ability to make better decisions working with their family and 
physicians. Personal Health Records (“PHRs”) are a comprehensive solution to providing 
records with information automatically populated with medical and pharmacy claim details, 
and often lab results. PHRs often present patient-specific educational resources driven by 
diagnosis/procedure codes in claim detail, benefits/coverage, family history, etc, 

CIGNA believes any suggestions to improve health plan performance must also focus on 
individual quality of care and health outcomes. Through these types of administrative 
simplification initiatives, we hope to reduce the time, effort, and expense related to the 
paperwork that burdens much of today’s health care system - while making it easier for health 
care professionals to interact with health plans. 

Request # 6 : 

Mr. Conyers requested the compensation received by you, including deferred 
compensation, incentives and bonuses, in the last 5 years. 

Mr, Richards will provide the Subcommittee with his CIGNA compensation over the past 5 
years under a separate and confidential transmittal. On behalf of Mr. Richards, we ask that he 
be notified in advance of any public release of the information he is providing. 

Please contact me if CIGNA may provide any additional information or otherwise be of 
assistance to the Subcommittee. 



James D. Barnette 


cc: The Honorable Jim Jordan 
Attachments 
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October 22, 2009 


Ms. Colleen Reitan 

Executive Vice President and Chief Operating Officer 
Health Care Service Corporation 
300 East Randolph Street 
Chicago, Illinois 6060! 

Dear Ms. Reitan: 

To complete the record of your testimony before the Domestic Policy Subcommittee on 
September 1 7, 2009, the Subcommittee requests the following information in writing: 


1) In 2008, Blue Cross and Blue Shield of Texas, a subsidiary of Health Care Service 
Corporation, was charged for failing to make non-prefeired benefits reasonably available 
to policyholders, and for failing to maintain an accurate listing of preferred providers. 

a) What did Health Care Service Corporation agree to do to remedy those 
violations? Please include dollar amounts as well as all substantive and procedural 
changes implemented by Health Care Serv'ice Corporation and its subsidiaries (by 
name) as part of the settlement or as a result of the claims being brought. 

b) Has Health Care Scrv'ice Corporation settled other claims or state regulatory 
actions relating to the wrongful delay or denial of claims since 2004? Please 
include all relevant details of the settlement. If so, please also provide the 
Subcommittee with figures on the income and incentives received by executives 
responsible for operations that included the alleged activities that were the subject 
of settlement. 
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2) Please provide the subcommittee with the following statistics for 2008: Number of 
claims HCSC and its subsidiaries received; number of claims paid within 30 days, and 
the value in dollars to HCSC and its subsidiaries of claims that they did not pay within 
30 days, 60 days, 90 days, 120 days. 

3) Mr. Cummings asked that your company provide the Subcommittee with audiotapes of, 
and materials prepared for or about, internal meetings, known in some companies as 
“town hall meetings,” in which financial results, particularly the Medical Loss Ratio, are 
discussed with employees. 

4) Mr. Schock asked what percent of reimbursed care is defensive medicine perfonned out 
of physician concerns about medical malpractice liability. 

5) Mr. Kennedy asked for tangible recommendations for creating metrics with which to 
evaluate the efficiency of the company’s Information Technology with respect to its 
performance in reducing waste, duplication and redundancy. 

6) Mr. Conyers requested the compensation received by you, including deferred 
compensation, incentives and bonuses, in the last 5 years. 

The Oversight and Government Reform Committee is the principal oversight committee in 
the House of Representatives and has broad oversight jurisdiction as set forth in House Rule X. 
An attachment to this letter provides infonnation on how to respond to the Subcommittee’s 
request. 

We request that you provide these documents as soon as possible, but in no case later than 
5:00 p.m. on Thursday, November 5, 2009. 

If you have any questions regarding this request, please contact Jaron Bourke, Staff Director, 
at (202) 225-6427. 


Sincerely, 




Dennis J. Kucinich 
Chairman 

Domestic Policy Subcommittee 


cc: Jim Jordan 

Ranking Minority Member 
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Domestic Policy Subcommittee Document Request Instruction Sheet 

In responding to the document request from the Domestic Policy Subcommittee, Committee on 
Oversight and Government Refonn, please apply the instructions and definitions set forth below. 

Instructions 


1 . In complying with the request, you should produce all responsive documents in your 
possession, custody, or control. 

2. Documents responsive to the request should not be destroyed, modified, removed, 
transferred, or otherwise made inaccessible to the Subcommittee. 

3. In the event that any entity, organization, or individual denoted in the request has 
been, or is currently, known by any other name than tliat herein denoted, the request 
should be read also to include them under that alternative identification. 

4. Each document produced should be produced in a form that renders the document 
capable of being copied. 

5. When you produce documents, you should identily the paragraph or clause in the 
Subcommittee’s request to which the documents respond. 

6. Documents produced in response to this request should be produced togetlier with 
copies of file labels, dividers, or identifying markers with which they were associated 
when this request was issued. To the extent tliat documents were not stored with file 
labels, dividers, or identifying markers, they should be organized into separate folders 
by subject matter prior to production. 

7. Each folder and box should be numbered, and a description of the contents of each 
folder and box, including the paragraph or clause of the request to which the 
documents arc responsive, should be provided in an accompanying index, 

8. It is not a proper basis to refuse to produce a document that any other person or entity 
also possesses a nonidentical or identical copy of the same document. 
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9. If any of the requested infonnation is available in machine-readable or electronic 
fonn (such as on a computer ser\’er, hard drive, CD, DVD, memory stick, or 
computer backup tape), you should consult with Subcommittee staff to determine the 
appropriate fomiat in which to produce the infonnation. 

1 0. The Committee accepts electronic documents in lieu of paper productions. 

Documents produced in electronic format should be organized, identified, and 
indexed electronically in a manner comparable to the organizational structure called 
for in (6) and (7) above. Electronic document productions should be prepared 
according to the following standards: 

(a) The production should consist of single page TIE files accompanied by a 
Concordance-fonnat load file, an Opticon reference file, and a file defining the fields 
and character lengths of the load file. 

(b) Document numbers in the load file should match document Bates numbers and 
TIP file names. 

(c) If the production is completed through a series of multiple partial productions, 
field names and file order in all load files should match. 

11. In the event that a responsive document is withheld on any basis, you should provide 
the following information concerning the document: (a) the reason the document is 
not being produced; (b) the type of document; (c) the general subject matter; (d) the 
date, author, and addressee; and (e) the relationship of the author and addressee to 
each other. 

12. If any document responsive to this request was, but no longer is, in your possession, 
custody, or control, you should identify the document (stating its date, author, subject 
and recipients) and explain the circumstances by which the document ceased to be in 
your possession, custody, or control. 

13. If a date or other descriptive detail set forth in this request refen-ing to a document is 
inaccurate, but the actual date or other descriptive detail is known to you or is 
othenvise apparent from the context of the request, you should produce all documents 
which would be responsive as if the date or other descriptive detail were correct. 

14. This request is continuing in nature and applies to any newly discovered document. 
Any document not produced because it has not been located or discovered by the 
return date should be produced immediately upon location or discovery subsequent 
thereto. 

1 5. All documents should be bates-stamped sequentially and produced sequentially. In 
the cover letter, you should include a total page count for the entire production, 
including both hard copy and electronic documents. 
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1 6. For paper productions, four sets of documents should be delivered; two sets to the 
majority staff and two sets to the minority staff. For electronic productions, one 
dataset to the majority staff and one dataset to minority staff are sufficient. 
Productions should be delivered to the majority staff in B-349B Rayburn House 
Office Building and the minority staff in B-350A Rayburn House Office Building. 
You should consult with Subcommittee staff regarding the method of delivery prior to 
sending any materials. 

1 7. Upon completion of the document production, you should submit a written 
certification, signed by you or your counsel, stating that: ( 1 ) a diligent search has 
been completed of all documents in your possession, custody, or control which 
reasonably could contain responsive documents; and (2) all documents located during 
the search that are responsive have been produced to the Subcommittee or identified 
in a privilege log provided to the Subcommittee. 
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Definitions 


1 . The tenn “document” means any written, recorded, or graphic matter of any nature 
whatsoever, regardless of how recorded, and whether original or copy, including, but 
not limited to, the following: memoranda, reports, expense reports, books, manuals, 
instructions, financial reports, working papers, records notes, letters, notices, 
confinnations, telegrams, receipts, appraisals, pamphlets, magazines, newspapers, 
prospectuses, interoffice and intra-office communications, electronic mail (email), 
contracts, cables, notations of any type of conversation, telephone calls, meetings or 
other communications, bulletins, printed matter, computer printouts, teletypes, 
invoices, transcripts, diaries, analyses, returns, summaries, minutes, bills, accounts, 
estimates, projections, comparisons, messages, correspondence, press releases, 
circulars, financial statements, reviews, opinions, offers, studies and investigations, 
questionnaires and surveys, and work sheets (and all drafts, preliminary versions, 
alterations, modifications, revisions, changes, and amendments of any of the 
foregoing, as well as any attachments or appendices thereto). The tenn also means 
any graphic or oral records or representations of any kind (including without 
limitation, photographs, charts, graphs, voice mails, microfiche, microfilm, videotape, 
recordings and motion pictures), electronic and mechanical records or representations 
of any kind (including, without limitation, tapes, cassettes, disks, computer server 
files, computer hard drive files, CDs, DVDs, memory' sticks, and recordings), and 
other written, printed, typed, or other graphic or recorded matter of any kind or 
nature, however produced or reproduced, and whether preserv'ed in w'riting, film, 
tape, disk, videotape or otherwise. A document bearing any notation not a part of the 
original text is to be considered a separate document. A draft or non-identical copy is 
a separate document within the meaning of this tenn. 

2. The term “documents in your possession, custody, or control" means (a) documents 
that are in your possession, custody, or control, whether held by you or your past or 
present agents, employees, or representatives acting on your behalf; (b) documents 
that you have a legal riglit to obtain, that you have a right to copy, or to which you 
have access; and (c) documents that you have placed in the temporary possession, 
custody, or control of any third party. 

3. The tenn “coininunication” means each manner or means of disclosure or exchange 
of information, regardless of means utilized, whether oral, electronic, by document or 
otherwise, and whether face-to-face, in a meeting, by telephone, mail, telexes, 
discussions, releases, personal delivery, or otherwise. 

4. The tenns “and” and “or” shall be construed broadly and either conjunctively or 
disjunctively to bring within the scope of the request any information which miglit 
othenvise be construed to be outside its scope. The singular includes plural number, 
and vice versa. The masculine includes the feminine and neuter genders. 

5. The terms “person” or “persons” means natural persons, finns, partnerships, 
associations, corporations, subsidiaries, divisions, departments, joint ventures, 
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proprietorships, syndicates, or other legal, business or government entities, and all 
subsidiaries, affiliates, divisions, departments, branches, and other units thereof. 

6. The temis “referring” or “relating,” with respect to any given subject, means anything 
that constitutes, contains, embodies, reflects, identifies, states, refers to, deals with, or 
is in any manner whatsoever pertinent to that subject. 
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BlueCross BlueShield 
of Bimois, New Mexico, Oklahoma & Texa, 

Colleen Reitan 
Executive Vice President and 
Chief Operating Officer 





November 5, 2009 

CONFIDENTIALmA MESSENGER 


The Honorable Dennis J. Kucinich 
Chairman, Domestic Policy Subcommittee 
United States House of Representatives 
Committee on Oversight and Government Reform 
2157 Rayburn House Office Building 
Washington, DC 20515-6143 


Re: Response to Subcommittee’s October 22, 2009 Request for Information 

Dear Chairman Kucinich: 

On behalf of Health Care Service Corporation (“HCSC”), I am responding to the U.S. 
House Domestic Policy Subcommittee’s (the “Subcommittee’s”) October 22, 2009 request (the 
“October 22 request”) for additional information to supplement my testimony provided to the 
Subcommittee on September 17, 2009. The responses below correspond to the numbered 
requests (l)-(6) in the October 22 request. 

Request (l)(a)\ In 2008, the Texas Department of Insurance (“TDl”) alleged that 
amounts paid by Blue Cross and Blue Shield of Texas (“BCBSTX”) for certain services provided 
by facility providers which were not part of BCBSTX’s contracted network were too low and 
were not adequately defined in policies, allegedly making non-preferred benefits not reasonably 
available to BCBSTX policyholders, BCBSTX denied these allegations. To resolve this dispute, 
BCBSTX worked with the TDI to enter into Consent Order 08-0514 (the “Order”) and made 
certain changes to its practices in response to the issues raised. 

First, BCBSTX changed its payment methodology for non-contracted facilities. The 
methodology is now based on several factors, including identification of services consistent with 
the Centers for Medicare and Medicaid Services, reasonable reflection of the seriousness of the 
treatment or condition, and regional variations in the cost of care. BCBSTX had already adopted 
an updated, regionalized, non-contracting facility allowable amount reimbursement schedule 
prepared using this criteria in January, 2008, prior to the execution of the Order. BCBSTX also 
implemented more frequent updates to its online provider directory. 

Second, BCBSTX reimbursed fiilly-insured members who previously received and paid 
for certain covered services provided by non-contracting facilities from Jan, 1 , 2004 - Dec. 3 1 , 
2007, for the difference between the allowable amount applied by BCBSTX when the claim was 

300 East Randolph Street • Chicago, iUinois 60601 • (312)653*6635 • (312) 946-8407 Fax • Colleen_Reit8n@hcsc.net 
Divisions of Hssith CsreSsrvics Corporation, a Mutual Lsgai Reserve Con^any, an InOeDondent Ucenseeoftbe Blue Cross and Slue Shield Association 
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originally processed and BCBSTX’s updated allowable amount, resulting in payments of 
approximately $1.6 million. 

Third, BCBSTX made a payment to TDI of $250,0(K).00 and a subsequent payment in 
October 2009 of approximately S2.2 million according to the terms of the Order. By making the 
agreed upon changes to out of network payment meftodology and the requisite payments 
BCBSTX has fully complied with the Order. 

Request (l)(b): To the best of my knowledge and belief, HCSC has not settled with any 
other state regulator since 2004 any other regulatory actions brought by the state relating to the 
wrongful delay or denial of claims. We have constnied this request as not seeking information 
related to inquiries about individual claim or payment disputes in which a member or provider 
may engage a state regulator in some capacity and whidr arise as part of die routine regulatory 
process. 

Request 2: To the best of my knowledge and belief, in 2008, HCSC received around 137 
million claims for processing. Approximately 98.4% of those claims are paid within 30 days, 
99.6% within 60 days, 99.89% within 90 days and 99.96% within 120 days. The vast majority of 
claims paid after 30 days are claims that involve other independent Blue Cross Blue Shield plans, 
which necessitate additional interplan processing and payment reconciliation. HCSC does not 
monitor the requested information on the “value in dollars” of claims not paid within these 
periods because nearly all of our clams are paid within 30 days. 

Request 3: To the best of my knowledge and belief, HCSC does not hold the types of 
meetings described in Request 3, in which financial results, particularly Medical Loss Ratios, are 
discussed with employees. 

Request 4'. While this is an important topic in the discussion of health care costs, HCSC 
is not engaged in the medical treatment of patients. HCSC therefore cannot speculate as to 
whether physicians may choose treatment options “out of concerns about medical malpractice 
liability." 

Request S’. As a member-owned organization, our goal is to simpli fy processes for the 
benefit of our members. One example of HCSC’s use of Information Technology to better serve 
our members is a real-time electronic tool we are piloting whereby physicians, in their offices, 
can estimate what a plan will pay for a member’s care. The physician’s office staff can then 
provide an estimate of the amount of out-of-pocket expense that the member will owe. Members 
and physicians like the tool because it helps bring clarity to the cost for the given procedure and 
allows for payment arrangements to be made. 

Request 6: 1 provided my current salary amount in my testimony on September 17, 2009 
in response to a specific question. In response to this request, ray total compensation for 2009 
includes my salary $728,000, and an annual incentive bonus of $315,040. I joined HCSC in 
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October 2008, and for the period October Ito December 3 1 of that year my salary was $175,000. 
I was employed by another unrelated company prior to joining HCSC in October 2008. 

We trust that this responds to the Subcommittee’s inquiries. 


ffincerely. 


Colleen F. Reitan 

Executive Vice President & Chief Operating Officer 
Health Care Service Corporation, 
a Mutual Legal Reserve Company 
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October 22, 2009 


Mr. Brian Sassi 

President and CEO, Consumer Business 
WellPoint, Incorporated 
120 Monument Circle 
Indianapolis, Indiana 46204 

Dear Mr. Sassi: 

To complete the record of your testimony before the Domestic Policy Subcommittee on 
September 1 7, 2009, the Subcommittee requests the following infomiation in writing: 

1 ) Regarding Wellpoint’s removal of 2330 members who were the subject of the settlement last 
year with the California Department of Insurance, and 1770 members the previous year, 

a) What guidelines or criteria were used in the decisions to remove those members? 

b) If those members were removed for misrepresenting their medical histoiy, in what 
manncr(s) did they do so? (You may aggregate by category in your response) 

c) Was this situation unique to California, or did WellPoint apply a similar strategy in 
other states? If so, which states? 

d) Did WellPoint face similar claims in other states? If so, which states? Please provide 
details about the claims, findings and/or settlements of claims, such as the nature of the alleged 
violation, the number of instances, the dollar amount of the fine and/or settlement. If so, please 
also provide the Subcommittee with figures on the income and incentives received by executives 
responsible for operations that were fined by state regulators for any violations of state law. 

2) In your testimony, you stated “Last year, WellPoint received 380 million claims and 
processed 97 percent of them within 30 days.” What is the value in dollars of the claims that 
WellPoint did not pay in 2008 within 30 days, 60 days, 90 days, 120 days. 
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3) Mr, Cummings asked that your company provide the Subcommittee with audiotapes of, and 
materials prepared for or abouf internal meetings, known in some companies as “town hall 
meetings," in which financial results, particularly the Medical Loss Ratio, are discussed with 
employees. 

4) Mr, Schock asked what percent of reimbursed care is defensive medicine perfonned out of 
physician concerns about medical malpractice liability. 

5) Mr. Kermedy asked for tangible recommendations for creating metrics with which to evaluate 
the efficiency of the company’s Infomiation Technology with respect to its performance in 
reducing waste, duplication and redundancy. 

6) Mr. Conyers requested the compensation received by you, including deferred compensation, 
incentives and bonuses, in the last 5 years. 


The Oversight and Government Refonn Committee is the principal oversight committee in 
the House of Representatives and has broad oversight jurisdiction as set forth in House Rule X. 
An attachment to this letter provides infonnation on how to respond to the Subcommittee’s 
request. 

We request that you provide these documents as soon as possible, but in no case later than 
5:00 p.m. on Thursday, November 5, 2009. 

If you have any questions regarding this request, please contact Jaron Bourke, Staff Director, 
at (202) 225-6427. 

Sincerely, 

]) 5 ^ 

Dennis J. Kucinich 

Chainnan 

Domestic Policy Subcommittee 


cc: Jim Jordan 

Ranking Minority Member 
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Domestic Policy Siihcomniittcc Document Request Instruction Sheet 

111 responding to the document request from the Domestic Policy Subcommittee, Committee on 

Oversight and Government Refonn, please apply the instructions and definitions set forth below. 

Instiuctions 

1 . In complying with the request, you should produce all responsive documents in your 
possession, custody, or control. 

2. Documents responsive to the request should not be destroyed, modified, removed, 
transferred, or otherwise made inaccessible to the Subcommittee. 

3. In the event that any entity, organization, or individual denoted in the request has 
been, or is currently, known by any other name than that herein denoted, the request 
should be read also to include them under that alternative identification. 

4. Each document produced should be produced in a fomi that renders the document 
capable of being copied. 

5. When you produce documents, you should identify the paragraph or clause in the 
Subcommittee’s request to which the documents respond. 

6. Documents produced in response to this request should be produced together with 
copies of file labels, dividers, or identifying markers with which they were associated 
when this request was issued. To the extent tliat documents were not stored with file 
labels, dividers, or identifying markers, they should be organized into separate folders 
by subject matter prior to production. 

7. Each folder and box should be numbered, and a description of the contents of each 
folder and box, including the paragraph or clause of the request to wliich the 
documents are responsive, should be provided in an accompanying index. 

8. It is not a proper basis to refuse to produce a document that any other person or entity 
also pos,sesscs a nonidcntical or identical copy of the same document. 
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9. If any of the requested infomiation is available in machine-readable or electronic 
fomi (such as on a computer server, hard drive, CD, DVD, memory stick, or 
computer backup tape), you should consult with Subcommittee staff to determine the 
appropriate fonnat in which to produce the infomiation. 

10. The Committee accepts electronic documents in lieu of paper productions. 

Documents produced in electronic fonnat should be organized, identified, and 
inde.xed electronically in a manner comparable to the organizational structure called 
for in (6) and (7) above. Electronic document productions should be prepared 
according to the following standards: 

(a) The production should consist of single page TIP files accompanied by a 
Concordance-fonnat load file, an Opticon reference file, and a file defining the fields 
and character lengths of the load file. 

(b) Document numbers in the load file should match document Bates numbers and 
TIP file names. 

(c) If the production is completed through a series of multiple partial productions, 
field names and file order in all load files should match. 

11. In the event that a responsive document is witlilield on any basis, you should provide 
the following infonnation concerning the document: (a) the reason the document is 
not being produced; (b) the type of document; (c) the general subject matter; (d) the 
date, author, and addressee; and (e) the relationship of the author and addressee to 
each other. 

12. If any document responsive to this request was, but no longer is, in your possession, 
custody, or control, you should identify the document (stating its date, author, subject 
and recipients) and explain the circumstances by which the document ceased to be in 
your possession, custody, or control. 

13. If a date or other descriptive detail set forth in this request referring to a document is 
inaccurate, but the actual date or other descriptive detail is known to you or is 
othei-wise apparent from tlic context of the request, you should produce all documents 
which would be responsive as if the date or other descriptive detail were correct. 

14. This request is continuing in nature and applies to any newly discovered document. 
Any document not produced because it has not been located or discovered by the 
return date should be produced immediately upon location or discovery subsequent 
thereto. 

15. All documents should be bates-stamped sequentially and produced sequentially. In 
the cover letter, you should include a total page count for the entire production, 
including both hard copy and electronic documents. 


2 
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1 6. For paper productions, four sets of documents should be delivered: two sets to the 
majority staff and two sets to the minority staff. For electronic productions, one 
dataset to the majority staff and one dataset to minority staff are sufficient. 
Productions should be delivered to the majority staff in B-349B Rayburn House 
Office Building and the minority staff in B-350A Rayburn House Office Building. 
You should consult with Subcommittee staff regarding the method of delivery prior to 
sending any materials. 

1 7. Upon completion of the document production, you should submit a written 
certification, signed by you or your counsel, stating that: ( 1 ) a diligent search has 
been completed of all documents in your possession, custody, or control w'hich 
reasonably could contain re.sponsive documents; and (2) all documents located during 
the search that are responsive have been produced to the Subcommittee or identified 
in a privilege log provided to the Subcommittee. 


3 
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Definitions 


1 . The tcrni “document” means any written, recorded, or graphic matter of any nature 
whatsoever, regardless of how recorded, and whether original or copy, including, but 
not limited to, the following: memoranda, reports, expense reports, books, manuals, 
instructions, financial reports, working papers, records notes, letters, notices, 
confimiations, telegrams, receipts, appraisals, pamphlets, magazines, newspapers, 
prospectuses, interoffice and intra-office communications, electronic mail (email), 
contracts, cables, notations of any type of conversation, telephone calls, meetings or 
other communications, bulletins, printed matter, computer printouts, teletypes, 
invoices, transcripts, diaries, analyses, returns, summaries, minutes, bills, accounts, 
estimates, projections, comparisons, messages, correspondence, press releases, 
circulars, financial statements, reviews, opinions, offers, studies and investigations, 
questionnaires and surveys, and work sheets (and all drafts, preliminary versions, 
alterations, modifications, revisions, changes, and amendments of any of the 
foregoing, as well as any attachments or appendices thereto). The term also means 
any graphic or oral records or representations of any kind (including without 
limitation, photographs, charts, graphs, voice mails, microfiche, microfilm, videotape, 
recordings and motion pictures), electronic and mechanical records or representations 
of any kind (including, without limitation, tapes, cassettes, disks, computer ser\'er 
files, computer hard drive files, CDs, DVDs, memory sticks, and recordings), and 
other written, printed, typed, or other graphic or recorded matter of any kind or 
nature, however produced or reproduced, and whether preserx'cd in writing, film, 
tape, disk, videotape or othenvise. A document bearing any notation not a part of the 
original text is to be considered a separate document. A draft or non-identical copy is 
a separate document within the meaning of this term. 

2. The term “documents in your possession, custody, or control” means (a) documents 
that are in your possession, custody, or control, whether held by you or your past or 
present agents, employees, or representatives acting on your behalf; (b) documents 
that you have a legal right to obtain, that you have a right to copy, or to which you 
have access; and (c) documents that you have placed in the temporary possession, 
custody, or control of any third party. 

3. The term "communication” means each manner or means of disclosure or exchange 
of infonnation, regardless of means utilized, whether oral, electronic, by document or 
otherwise, and whether face-to-face, in a meeting, by telephone, mail, telexes, 
discussions, releases, personal delivery, or otheivvise. 

4. The terms “and” and “or” shall be construed broadly and either conjunctively or 
disjunctively to bring within the scope of the request any infonnation which might 
otherwise be construed to be outside its scope. The singular includes plural number, 
and vice versa. The masculine includes the feminine and neuter genders. 

5. The terms “person” or “persons” means natural persons, fimis, partnerships, 
associations, corporations, subsidiaries, divisions, departments, joint ventures, 
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proprietorships, syndicates, or other legal, business or government entities, and all 
subsidiaries, affiliates, divisions, departments, branches, and other units thereof, 

6. The tenns “refening” or “relating,” with respect to any given subject, means anything 
that constitutes, contains, embodies, reflects, identifies, states, refers to, deals with, or 
is in any manner whatsoever pertinent to that subject. 


5 
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Hogan & Hartson 
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555 Thirteenth Street, NW 
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www.hhlaw.com 


November 12, 2009 


E. Desmond Hogan 
Partner 
202-637-5493 
edhogan@hhlaw.com 


BY HAND DELIVERY 

The Honorable Dennis J. Kucinich 
Chairman 

Committee on Oversight and Government Reform 
Domestic Policy Subcommittee 
United States House of Representatives 
2157 Rayburn House Office Building 
Washington, D.C. 20515-6143 

RE: Request for Information 

Dear Chairman Kucinich: 

This letter, the attached responses to the questions posed, and the enclosed files are being 
sent on behalf of WellPoint, Inc. (“WellPoint”) in response to your October 22, 2009 letter on 
behalf of the Committee on Oversight and Government Reform, Domestic Policy Subcommittee 
(“Committee”) requesting that the company supplement the testimony it provided to the 
Committee on September 1 7, 2009. 

The submission of this information does not waive, nor is it intended to waive, any rights, 
privileges, or immunities of the company with respect to this matter, including any applicable 
attorney-client, work product, or other privilege or immunity. Moreover, to the extent that 
nonresponsive documents have inadvertently been produced, the company does not agree to any 
expansion in the scope of the request. The company expressly reserves any applicable privileges 
and immunities to which it is entitled under applicable law. 

In addition, this letter, the attached responses to the questions posed, and the enclosed 
documents contain or constitute confidential or proprietary business information, records, and 
trade secrets of the company. The company has labeled the documents that it believes contain 
personal, trade secret or other competitively sensitive information as “CONFIDENTIAL.” 
Because of the sensitive nature of this information, in the event that the Committee intends, 
during the investigation of this matter, to disclose any of the company’s documents to an agent, 
employee, or other person affiliated with any competitor, the company requests that it be given 
one week advance notice in order to permit it to address the issue with you. Similarly, in the 
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Chairman Kucinich 
November 12, 2009 
Page 2 

event that the Committee intends to disclose any of this information in any public forum or to a 
third party who does not expressly agree to maintain the confidentiality of the information and to 
not effect transactions in WellPoint’s common stock, the company requests that it be given one 
week advance notice in order to permit it to address the issue with you. 

If you have any questions regarding this letter or the submitted documents, please contact 
me at (202) 637-5493. 

Sincere^^^^ 

E. Desmond Hogan 
Counsel for WellPoint, Inc. 
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Responses of WellPoint. Inc. (“WellPoint”) to the Committee’s Supplemental Requests 

Request 1: Regarding WellPoint 's removal of 2330 members who were the subject of the 
settlement last year with the California Department of Insurance, and 1 770 members the 
previous year: 

a. What guidelines or criteria were used in the decisions to remove those members? 

Response to Request 1(a): WellPoint follows California statutes and applicable case 
law as its standard for rescission. See Exhibit A, WLP-DPS-0000000 1-00000003. 

b. If those members were removed for misrepresenting their medical history, in what 
manner(s) did they do so? (You may aggregate by category in your response). 

Response to Request 1(b): The members were rescinded because they made a material 
misrepresentation or omission at the time they were applying for individual insurance 
coverage. WellPoint follows California statutes and applicable case law as its standard 
for rescission. See Exhibit A 

c. Was this situation unique to California, or did WellPoint apply a similar strategy in 
other states? If so, which states? 

Response to Request 1(c): WellPoint follows each state’s statutes and applicable case law as 
its standard for rescission, as outlined in Exhibit A. The following chart lists the WellPoint 
entities that sell major medical individual health insurance policies and the states in which these 
entities have sold policies: 


Legal Name* 

State(s) Issued 
Policies 

Anthem Health Plans, Inc. 

CT 

Anthem Health Plans of Maine, Inc. 

ME 

Anthem Health Plans of New Hampshire, Inc. 

NH 

Empire HealthChoice Assurance, Inc. 

NY 

Empire HealthChoice HMO, Inc. 

NY 

Anthem Health Plans of Virginia, Inc. 

VA 

HealthKeepers, Inc. 

VA 

Peninsula Health Care, Inc. 

VA 

Priority Health Care, Inc. 

VA 

Blue Cross and Blue Shield of Georgia, Inc. 

GA 

Anthem Health Plans of Kentucky, Inc. 

KY 

Community Insurance Company 

OH 

Blue Cross Blue Shield of Wisconsin 

WI 

Compcare Health Services Insurance Corporation 

WI 

Healthy Alliance Life Insurance Company 

MO 

HMO Missouri, Inc. 

MO 

HealthLink HMO, Inc. 

MO 
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UniCare Health Insurance Company of the Midwest 

IL/IN 

UniCare Health Plans of Texas, Inc, 

TX 

UniCare Life & Health Insurance Comply 

IL, IN, Ml,NV, TX, 
VA 

HMO Colorado, Inc. 

CO/NV 

Rocky Mountain Hospital and Medical Service, Inc. 

CO/NV 

Anthem Blue Cross of California 

CA 

Anthem BC Life & Health Insurance Company 

CA 

Anthem Life Insurance Company 

IN 

Anthem Insurance Companies, Inc. 

IN 


* These are the current legal names of the corporate entities. 


d. Did WellPoint face similar claims in other slates? If so, which states? Please provide 
details about the claims, findings and/or settlements of claims, such as the nature of the 
alleged violation, the number of instances, the dollar amount of the fine and/or settlement. 
If so, please also provide the Subcommittee with figures on the income and incentives 
received by executives responsible for operations that were fined by stale regulators for 
any violations of state law. 

Response to Request 1(d): Because this question was not time limited, we investigated 
this issue and respond back to the date of the merger that created WellPoint, Inc. Since 
2004, WellPoint has not been the subject of a regulatory fine related to rescissions in any 
other state. 

Request 2: In your testimony, you slated "Last year, WellPoint received 380 million claims and 
processed 97 percent of them within 30 days. ” What is the value in dollars of the claims that 
WellPoint did not oav in 2008 within 30 days, 60 days, 90 days, 120 days. 

Response to Request 2: While WellPoint does not currently collect or maintain this 
information in this way, we developed system queries and were able to obtain data for 
systems that focus on CA, NV, CO, CT, NH, and ME that reflects over 1 60 million claims 
received in 2008. The following chart shows the number of claims processed in those 
states during the timeframes in question, the value of claims paid during each timeframe, 
and the amount of claims not paid by the end of the timeframe. Data reporting systems that 
include timeliness of claims for WellPoint’s other markets do not track the dollars 
associated with those claims. 



WKhinSOtlaya 

31-60 dwa 

8140 days 

M-lMdaya 

Itli- daya 

Grand Total 

Number of Claims 
Processed 

155,848,565 

3,886,095 

821.308 

192.132 

104.648 

160.852,648 

Percent of Total 

96.9% 

2.4% 

O.S% 

0.1% 

0.1% 

100% 



S 1.833.554,591 

$384,910,068 

S 134.503.527 

$73,333,710 

$ 26.997.286.391 

Percent of Total 

91.0% 

6.8% 

1.4% 

0.5% 

■■KEH 


Amount not Paid by 
End of Period 

$ 2,426,301.896 

$ 592.747,305 

$ 207.837.237 

$ 73,333,710 

N/A 

N/A 

Percent of Total 

9.0% 

2.2% 

0.8% 

0.3% 

N/A 

N/A 
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Notes: 

• Claims processed includes all claims paid and rejected. 

• Amount not paid by end of period is jrom the universe of claims paid and does not include rejected 
claims. Claims can be rejected for a variety of reasons, including claims from individuals who are not 
our members and for services that are not covered benefits. 

There are a number of reasons for claims not being processed within a 30-day timeframe. 
For example, a claim may not have complete information from the provider and requires 
additional information that must be completed prior to processing. 

Request 3: Mr. Cummings asked that your company provide the Subcommittee with audiotapes 
of, and materials prepared for or about, internal meetings, known in some companies as "town 
hall meetings, " in which financial results, particularly Medical Loss Ratio, are discussed with 
employees. 

Response to Request 3: Each quarter following an earnings release, WellPoint, Inc. 
conducts internal meetings with its employees holding the title of staff vice president and 
above (a group of approximately 600 people), to discuss the company's financial results. 
These meetings are known internally as Quarterly Update and Discussion (QUAD) 
meetings. Among the meetings with employees where financial performance is discussed, 
we believe the QUAD meetings are most responsive to the committee’s request based on 
their timing (immediately following each earnings release) and their primary objective (to 
discuss the company's financial results). The QUAD meetings for the years 2008 and 
2009 have covered other topics in addition to the financial results. WellPoint is 
providing those slides which contain company financial performance information, as 
requested by the Committee. Responsive portions of the QUAD meetings in 2008 and 
2009 are attached and Bates Labeled WLP-DPS-00000004-00000072. WellPoint does 
not make recordings of these meetings. 

Request 4: Mr. Shock asked what percent of reimbursed care is defensive medicine performed 
out of physician concerns about medical malpractice liability. 

Response to Request 4: Researchers and health policy experts have found it difficult to 
estimate what percentage of national health care expenditures is attributable to “defensive 
medicine.”' However, there have been several studies that attempt to estimate the 
reduction in national health care expenditures, including a reduction in defensive 
medicine practices, which would result if tort reforms were enacted. 

The first and now widely-cited study was conducted by Daniel Kessler and Mark 
McClellan in 1 996, examining Medicare data of beneficiaries treated for serious heart 


' “Defensive medicine” is defined as providing medical services that are not expected to benefit the patient, but that 
are undertaken to minimize the risk of a subsequent lawsuit against the provider. Defensive medicine may also 
result in providers limiting their practices, refusing to perform high-risk procedures, and avoiding patients with 
complex problems or patients perceived as litigious. 
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disease? The authors found that liability reforms could reduce defensive medicine 
practices, leading to a 5%-9% reduction in medical expenditures. 

In 2008, the Massachusetts Medical Society conducted a statewide survey of practicing 
physicians in 8 specialty areas.^ The results showed that: 

• 83% of physicians responding to the survey practiced defensive medicine; 

• 22%-28% of diagnostic tests (X-ray, CT, MRI, ultrasound) were ordered for 
defensive reasons; 

• 28% of specialty referrals were motivated by liability concerns; 

• 18% of laboratory tests were done for defensive medicine purposes; and 

• On average, 13% of hospital admissions were done for liability reasons. 

Based on 2006 Medicare data for Massachusetts, the estimated annual cost to the 
Massachusetts health care system of defensive medicine totals almost $1.4 billion. 

Nationwide, PricewaterhouseCoopers estimated that $210 billion in national health care 
expenditures is wasted due to defensive medicine practices.'* 

Finally, in October 2009, the Congressional Budget Office (“CBO”), at the request of 
Senator Orrin Hatch, updated its analysis of the effects of proposals to limit costs related 
to medical malpractice.’ The CBO estimated that, if federal tort reforms similar to those 
set forth in the letter were enacted, total national health care spending could be reduced 
by about 0.5% (about $ 1 1 billion in 2009), which would include 0.3% reduction in health 
care expenditures ($6 billion) from slightly less utilization of health care services (due to 
a reduction in defensive medicine). 

Request 5: Mr. Kennedy asked for tangible recommendations for creating metrics with which to 
evaluate the efficiency of the company 's Information Technology with respect to its performance 
in reducing waste, duplication and redundancy. 

Response to Request 5: WellPoint is strongly committed to the full adoption and 
continuing evolution of electronic transactions between health care providers and health 
plans. Much work has already been done in this area through a variety of nationally 
recognized collaborative efforts and standards-making organizations, such as the 
Certification Commission for Health Information Technology (CCHT), Healthcare 


^ Kessler, D. and McClellan, M., “Do Doctors Practice Defensive Medicine,” The Quarterly Journal of Economics 
vol. 1 1 1, issue 2, at 353-390 (1996), available at; 

http:/Avww,stanford.edu/~iav;Tiealth class/Keadings/Lecture08/kessler mcclellan qie defensive medicine.pdf 
^ Massachusetts Medical Society, “Investigation of Defensive Medicine in Massachusetts,” November 2008, 
available at: 

httD://www.massmed.org/AM/Templale.cfm?Section=Rescarch Reports and Studies2&TEMPLATE-/CM.^Conten 
tDisDlav.cf m&CONTENTID-=27797 

PricewaterhouseCoopers Health Research Institute, “The Price of Excess: Identifying Waste in Healthcare 
Spending,” April 2008, available at; http://Dwchealth.com/cgi-local,'hregister.cgi?link=reg/waste.Ddf 
’ Congressional Budget Office, “Letter to Senator Onin Hatch: Analysis of the Effects of Proposals to Limit Costs 
Related to Medical Malpractice (“Tort Reform”),” October 9, 2009, available at: 
httD://www.cbo.gov/ftpdocs/106xx/docl 064 1/1 0-09-Tort Reform.pdf 
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Information Technology Standards Panel (HITSP), the Workgroup for Electronic Data 
Interchange (WEDI), the Accredited Standards Committee (ASC) XI 2, and the Coalition 
for Affordable Quality Health Care (CAQH). WellPoint is actively engaged in each of 
these organizations, serving on work groups, boards and even as a founding member of 
CAQH. When considering how to measure the effect of technology on electronic 
transactions, it will be important to take into consideration the work these groups have 
done and are doing. 

The work of the U.S. Healthcare Efficiency Index (“the Index”), a public-private sector 
collaborative effort involving payers, providers, vendors, banks and others, is also 
instructive. The Index is focused on increasing awareness of the health care dollars that 
could be saved through administrative simplification and creating a single national 
indicator that measures the progress of administrative health information technology 
adoption across the healthcare industry. Using trusted industry sources, the Index created 
a list of key business transaction measures to be monitored by an independent Advisory 
Council and outside auditor to track the industry’s progress toward a goal of creating a 
healthcare delivery system whose administrative transactions are handled almost entirely 
through electronic means. 

The Index offers a phased approach that initially takes a broad-based industry view and 
becomes more specific over time. Phase I of the effort focuses on electronic claim 
submissions; eligibility verification; claims status inquiries; claim payment; and claim 
remittance. According to information gathered by the Index, “Phase 1 of the Index 
estimates the total annual savings potential to be nearly $30 billion for medical claims- 
related transactions. Medical payment transactions alone could bring an estimated $1 1 
billion in savings through direct deposit. Addressing this issue can bring immediate relief 
- within existing policy -for both payers and providers.”* 

Request 6: Mr. Conyers requested the compensation received hyyou, including deferred 

compensation, incentives, and bonuses, in the last 5 years. 

Response to Request 6; Mr. Sassi’s compensation is private information that is not 
publicly reported. Nonetheless, in an effort to assist the committee, attached is 
information regarding Mr. Sassi’s 2008 compensation, the first year he became a Section 
16 officer of WellPoint. The attachment. Bates Labeled WLP-DPS-00000073, contains 
the amount reported on Box 5 of Mr. Sassi’s 2008 IRS W-2 Form, which includes base 
salary, incentive bonus, other income, including taxable income from the vesting of 
restricted stock, deferred compensation matching contributions, and perquisites. Mr. 

Sassi provides this private compensation information in response to this question, but he 
specifically requests that it not be publicly distributed. 


’’ U.S. Healthcare Efficiency Index, available at: httD://www.ushealthcareindex.com/purpose.phD 09/15/09 . 
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DARRELL E ISSA, CALiFORNiA 
RANKING MINORITY MEMBER 

ONE HUNDRED ELEVENTH CONGRESS 

Congre^g of tfje ®nitel3 ^tate^ 

Jpousf of i^cprescntatifjcs 

COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM 
2157 Rayburn House Office Building 
Washington, DC 20515-6143 


Maiorllv 12021225-5051 
Minooly 12021 225-5074 

October 22, 2009 


Mr. Richard Collins 

Senior Vice President of Underwriting, Pricing, and Healthcare Economics 
United Healthcare Group 
9900 Bren Road East 
Minnetonka, Minnesota 55343 

Dear Mr. Collins: 

To complete the record of your testimony before the Domestic Policy Subcommittee on 
September 17, 2009, the Subcommittee requests the following infonnation in writing: 

1) Last year United Healthcare Group settled claims that its PacifiCare subsidiary wrongfully 
denied 1 30,000 claims in California, paid claims incorrectly, lost documents that included 
medical records, failed to acknowledge claims in a timely manner and hassled its members with 
multiple requests for documentation that was previously provided. In testimony, you asserted 
that UHC denies tliose charges. 

a) Did UHC face similar claims in any other states? If so, which states? Please provide 
details about the claims, findings and/or settlements of claims, such as the nature of the alleged 
violation, the number of instances, the dollar amount of the fine and/or settlement. Please also 
provide the Subcommittee with figures on the income and incentives received by executives 
responsible for operations that were fined by state regulatoi-s for any violations of state law. 

b) UHC also settled claims relating to fraudulent manipulation of reimbiirseracnt rates 
through the use of the Ingenix database. Please include all relevant details of the settlement. . 

2) In your testimony, you stated “We pay more than 250 million claims annually, and more than 
95 percent are processed on our primary commercial platfomis within 10 days.” What is the 
value in dollars to UHC of the claims that UHC did irol pay in 2008 within 30 days, 60 days, 

90 days, 1 20 days? 
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3) Mr, Cummings asked that your company provide the Subcommittee with audiotapes of, and 
materials prepared for or about, internal meetings, known in some companies as “town hall 
meetings,” in which financial results, particularly the Medical Loss Ratio, are discussed with 
employees. 

4) Mr. Schock asked what percent of reimbursed care is defensive medicine perfomied out of 
physician concerns about medical malpractice liability. 

5) Mr. Kennedy asked for tangible recommendations for creating metrics with which to evaluate 
the efficiency of the company’s Infonnation Technology with respect to its perfonnance in 
reducing waste, duplication and redundancy. 

6) Mr. Conyers requested the compensation received by you, including deferred compensation, 
incentives and bonuses, in the last 5 years. 

The Oversight and Government Refonn Committee is the principal oversight committee in 
the House of Representatives and has broad oversight jurisdiction as set forth in House Rule X. 
An attachment to this letter provides information on how to respond to the Subcommittee’s 
request. 

We request that you provide these documents as soon as possible, but in no case later than 
5:00 p.m. on Thursday, November 5, 2009. 

If you have any questions regarding this request, please contact Jaron Bourke, Staff Director, 
at (202) 225-6427. 

Sincerely, 

- [c^di'cA ' 

Dennis J. Kucinich 
Chairman 

Domestic Policy Subcommittee 


cc: Jim Jordan 

Ranking Minority Member 
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Domestic Policy Subcommittee Document Request Instruction Sheet 


In responding to the document request from the Domestic Policy Subcommittee, Committee on 
Oversight and Government Reform, please apply the instnictions and definitions set forth below. 

Instructions 


1 . In complying with the request, you should produce all responsive documents in your 
possession, custody, or control. 

2. Documents responsive to the request should not be destroyed, modified, removed, 
transferred, or otherwise made inaccessible to the Subcommittee. 

3. In the event that any entity, organization, or individual denoted in tlie request has 
been, or is currently, known by any other name than that herein denoted, the request 
should be read also to include them under that alternative identification. 

4. Each document produced should be produced in a form that renders the document 
capable of being copied. 

5. When you produce documents, you should identify the paragraph or clause in the 
Subcommittee’s request to which the documents respond. 

6. Documents produced in response to this request should be produced together with 
copies of file labels, dividers, or identifying markers with which they were associated 
when this request was issued. To the e.xtent that documents were not stored with file 
labels, dividers, or identifying markers, they should be organized into separate folders 
by subject matter prior to production. 

7. Each folder and bo.x should be numbered, and a description of the contents of each 
folder and box, including the paragraph or clause of the request to which the 
documents are responsive, should be provided in an accompanying index. 

8. It is not a proper basis to refuse to produce a document that any other person or entity 
also possesses a nonidentical or identical copy of the same document. 
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9. If any of the requested information is available in machine-readable or electronic 
form (such as on a computer serv'er, hard drive, CD, DVD, memory stick, or 
computer backup tape), you should consult with Subcommittee staff to detennine the 
appropriate format in which to produce the infonuation. 

1 0. The Committee accepts electronic documents in lieu of paper productions. 

Documents produced in electronic format should be organized, identified, and 
indexed electronically in a manner comparable to the organizational structure called 
for in (6) and (7) above. Electronic document productions should be prepared 
according to the following standards: 

(a) The production should consist of single page TIF tiles accompanied by a 
Concordance-format load file, an Opticoii reference file, and a file defining the fields 
and character lengths of the load file. 

(b) Document numbers in the load file should match document Bates numbers and 
TIF file names. 

(c) If the production is completed through a series of multiple partial productions, 
field names and file order in all load files should match. 

11. In the event that a responsive document is withheld on any basis, you should provide 
the following infonnation conccniing the document: (a) the reason the document is 
not being produced; (b) the type of document; (c) the general subject matter; (d) the 
date, author, and addressee; and (e) the relationship of the author and addressee to 
each other. 

12. If any document responsive to this request was, but no longer is, in your possession, 
custody, or control, you should identify the document (stating its date, author, subject 
and recipients) and explain the circumstances by which the document ceased to be in 
your possession, custody, or control. 

1 .7. If a date or other descriptive detail set forth in this request referring to a document is 
inaccurate, but the actual date or otlier descriptive detail is known to you or is 
otherwise apparent from the context of the request, you should produce all documents 
which would be responsive as if the date or other descriptive detail were correct. 

1 4, This request is continuing in nature and applies to any newly discovered document. 
Any document not produced because it has not been located or discovered by the 
return date should be produced immediately upon location or discovery subsequent 
thereto. 

1 5. All documents should be bates-stamped sequentially and produced sequentially. In 
the cover letter, you should include a total page count for the entire production, 
including both hard copy and electronic documents. 
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1 6. For paper productions, four sets of documents should be delivered: two sets to tlie 
majority staff and two sets to the minority staff. For electronic productions, one 
dataset to the majority staff and one dataset to minority staff are sufficient. 
Productions should be delivered to the majority staff in B-349B Rayburn House 
Office Building and the minority staff in B-350A Rayburn House Office Building. 
You should consult with Subcommittee staff regarding the method of delivery prior to 
sending any materials. 

1 7. Upon completion of the document production, you should submit a written 
certification, signed by you or your counsel, stating that: (I) a diligent search has 
been completed of all documents in your possession, custody, or control which 
reasonably could contain responsive documents; and (2) all documents located during 
the search that are responsive have been produced to the Subcommittee or identified 
in a privilege log provided to the Subcommittee. 
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Definitions 


1 . The term “document” means any written, recorded, or graphic matter of any nature 
whatsoever, regardless of how recorded, and whether original or copy, including, but 
not limited to, the following: memoranda, reports, expense reports, books, manuals, 
instructions, financial reports, working papers, records notes, letters, notices, 
confinnations, telegrams, receipts, appraisals, pamphlets, magazines, newspapers, 
prospectuses, interoffice and intra-office communications, electronic mail (email), 
contracts, cables, notations of any type of conversation, telephone calls, meetings or 
other communications, bulletins, printed matter, computer printouts, teletypes, 
invoices, transcripts, diaries, analyses, returns, summaries, minutes, bills, accounts, 
estimates, projections, comparisons, messages, correspondence, press releases, 
circulars, financial statements, reviews, opinions, offers, studies and investigations, 
questionnaires and surveys, and work sheets (and all drafts, preliminary versions, 
alterations, modifications, revisions, changes, and amendments of any of the 
foregoing, as well as any attachments or appendices thereto). The terra also means 
any graphic or oral records or representations of any kind (including without 
limitation, photographs, charts, graphs, voice mails, microfiche, microfilm, videotape, 
recordings and motion pictures), electronic and mechanical records or representations 
of any kind (including, without limitation, tapes, cassettes, disks, computer server 
files, computer hard drive files, CDs, DVDs, memory sticks, and recordings), and 
other written, printed, typed, or other graphic or recorded matter of any kind or 
nature, however produced or reproduced, and whether preserved in writing, film, 
tape, disk, videotape or otherwise. A document bearing any notation not a part of the 
original text is to be considered a separate document. A draft or non-identical copy is 
a separate document within the meaning of this term. 

2. The tenn “documents in your possession, custody, or control” means (a) documents 
that are in your possession, custody, or control, whether held by you or your past or 
present agents, employees, or representatives acting on your behalf; (b) documents 
that you have a legal right to obtain, that you have a right to copy, or to which you 
have access; and (c) documents that you have placed in the temporary possession, 
custody, or control of any third party. 

3. The tenn “communication” means each manner or means of disclosure or exchange 
of information, regardless of means utilized, w'hcther oral, electronic, by document or 
otherxvise, and whether face-to-face, in a meeting, by telephone, mail, telexes, 
discussions, releases, personal delivery, or otherwise. 

4. The terms “and” and “or” .shall be construed broadly and either conjunctively or 
disjunctively to bring within the scope of the request any information which might 
otherwise be constraed to be outside its scope. The singular includes plural number, 
and vice versa. The masculine includes the feminine and neuter genders. 

5. The tenns “person” or “persons” means natural persons, finns, partnerships, 
associations, coiporations, subsidiaries, divisions, departments, joint ventures. 
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proprietorships, syndicates, or other legal, business or government entities, and all 
subsidiaries, afiiliates, divisions, departments, branches, and other units thereof. 

6. The tenns "referring" or “relating,” with respect to any given subject, means anything 
that constitutes, contains, embodies, reflects, identifies, states, refers to. deals with, or 
is in any manner whatsoever pertinent to that subject. 


5 
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VIA HAND DELIVERY 
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SAN FRANCISCO 
SHANGHAI 
SILICON VALLEY 
SINGAPORE 
TOKYO 

OUR KlLi' NUMBKU 

0882,443-92 

WRITER’S niRECT DIAL 
(J 03 ) -585-537, 


The Honorable Dennis Kucinich 
Chaimaan, Subcommittee on Domestic Policy 
Committee on Oversight and Government Reform 
U.S. House of Representatives 
2157 Rayburn House Office Building 
Washington, D.C. 20515-6143 


WRO-KR'S K-M.UL .VODRI-ISS 

Iblalack@oinin.com 


UnitedHealth Group Incorporated 


Dear Chainnan Kucinich; 


This letter responds to your letter to Richard Collins, Senior Vice President of 
Underwriting, Pricing, and Healthcare Economics for UnitedHealthcare, dated October 22, 2009. 
We represent UnitedHealth Group (“United” or “the Company”) in connection with the inquiry 
by the Committee on Oversight and Government Reform and its Subcommittee on Domestic 
Policy (“Subcommittee”). We respond below to each of the questions set forth in your letter. 


Question I: California and New York Regulatory Matters 


Beginning in 2007, the California Department of Insurance (“CDF’) examined PacifiCare 
Life and Health Insurance Company (“PacifiCare”), a subsidiary of United, in California. The 
GDI’s examination related primarily to claims processing, implementation of provider contracts, 
and provider dispute resolution. On January 25, 2008, the CDI issued an Order to Show Cause 
to PacifiCare alleging violations of certain insurance statutes and regulations in connection with, 
among other things, claims processing and implementation of provider contracts. On June 3, 
2009, PacifiCare filed a Notice of Defense to the Order to Show Cause denying all material 
allegations and asserting numerous defenses. The dispute is now the subject of an administrative 
proceeding before an administrative law judge. As Mr. Collins testified to the Subcommittee, 
PacifiCare has not settled this matter and continues to vigorously contest the GDI’s allegations. 


The Subcommittee also asked for information about state insurance regulatory 
enforcement matters similar to the GDI’s action involving PacifiCare. The GDI’s action against 
PacifiCare alleges over 1 30,000 insurance code violations and seeks fines and penalties that 



421 


O'Meiveny & Myers up 

The Honorable Dennis J. Kucinich, November 20, 2009 - Page 2 


would be unprecedented in a CD! enforcement action. To our knowledge, the Company has not 
been involved in any state insurance regulatory enforcement matters similar to the CDI matter in 
terms of the number of alleged violations or the magnitude of the remedies sought by the 
insurance department. Of course, United’s business segment that markets commercial medical 
plans, UnitedHealthcare - along with the rest of the industry - is routinely subject to market 
conduct examinations and other state regulatory reviews relating to the accuracy and timeliness 
of claims processing which may result in agreements with state regulators, some of which are 
publicly reported. But none of these matters has been similar in size or scope to the pending CDI 
action. 


With respect to compensation received by United executives responsible for PacifiCare 
and other business units subject to regulatory oversight, all United subsidiaries and business units 
ultimately report to the senior management of UnitedHealth Group. United publicly discloses to 
the U.S. Securities & Exchange Commission (“SEC”) the compensation infonnation for its Chief 
Executive Officer, Chief Financial Officer, and each of the three other most highly compensated 
executive officers. United has enclosed its 2009 proxy statement, bearing control numbers 
UHG_DP_000001 - UHG_DP_000077, which contains the responsive compensation 
information. 

On February 13, 2008, the Office of the Attorney General oflhe State of New York 
announced that it was conducting an industry-wide investigation into out-of-network provider 
reimbursement practices of health insurers, including United, and served the Company with a 
notic-e of intent to initiate litigation. On January 13, 2009, the Company announced that it had 
reached an agreement with the New York Attorney General resolving the matter. Under the 
terms of the settlement agreement with the New York Attorney General, the Company has paid 
S50 million to fund a not-for-profit entity to develop and operate a new, independent database to 
replace the Prevailing Health Charges System (“PHCS”) and Medical Data Research (“MDR”) 
database owned and licensed by Ingenix, Inc. Both databases are licensed by a number of health 
plans and employers to assist them in setting reimbursement rates for members who receive 
physician services outside of their managed care networks. When the new database is 
operational, the Company will cease licensing the PHCS and MDR databases and will rely on the 
new database for a period of at least five years in connection with out-of-network reimbursement 
rates for those benefit plans that employ a “reasonable and customary” standard for setting out- 
of-network reimbursement rates. 

Contrary to the assertion in this question, the Company’s agreement with the New York 
Attorney General did not relate to the manipulation of data and the Company did not admit to 
any fraud in connection with the settlement. Indeed, United continues to stand behind the 
integrity of its data. Moreover, Ingenix did not set the reimbursement rates of other health plans 
that licensed its charge database and was not involved in the decisions of other health plans 
regarding the setting of reimbursement rates for out of network services. 


Question 2: Claims Processing 
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It is the policy of United to process ail claims in a timely manner according to the 
requirements of the law and applicable insurance and/or provider contracts. The Company does 
not remit benefit payments for claims not payable because of incompleteness, benefit 
ineligibility, untimely filing, duplication, or other reasons of non-coverage. By their very nature, 
these types of claims are not payable under the insurance contract and, thus, there is no “savings” 
to the Company associated with the denial of these claims. 

Question 3: Company Presentations 

United does not have Company-wide meetings to discuss financial results with 
employees, nor does it maintain a centralized repository for recordings of or materials relating to 
all presentations that might be made pertaining to the financial results and medical loss ratios of 
the Company or its various business segments. However, United does publicly report the medical 
care ratios for its commercial, major medical business. Below, please find a table listing the 
annual medical care ratio for UnitedHealthcare’s commercial major medical business since 2007. 


Year 


2008 

83,5% 

2007 

82.6% 


Question 4: Defensive Medicine 

United has not conducted any studies to measure empirically the prevalence and financial 
impact of so called “defensive medicine.” However, research by various medical societies 
shows that many health care practitioners seek to protect themselves from the increasing threat of 
liability suits by altering their methods of practicing medicine. Recent surveys indicate that the 
practice of defensive medicine is a significant and growing problem. According to a study 
published in the Journal of the American Medical Association, 93% of high-risk specialist 
physicians indicated that they practiced defensive medicine.' A poll conducted by Harris 
Interactive found that 79% of physician respondents practiced defensive medicine by ordering 
unnecessary tests and most doctors’ fear of malpractice liability has harmed their ability to 
provide quality care.'^ Moreover, a 2008 survey by the Massachusetts Medical Society found that 
approximately 25 percent of surveyed medical procedures are defensive in nature,^ While the 
total cost of defensive medical practices has been widely debated by experts, most agree that the 
cost to the health care system is substantial. The Congressional Budget Office (“CBO”) has 
estimated that enacting medical liability reforms such as limiting noneconomic damages and 


‘ David M. Studdert et a!.. Defensive Medicine Among High-Risk Specialist Physicians in a Volatile Malpractice 
Environment, 293 J. AM. Med. ASS’N 2609-2617 (2005). 

^ Most Doctors Report Fear of Malpractice Liability Has Harmed Their Ability to Provide Quality Care: Caused 
Them to Order Unnecessary Tests, Provide Unnecessary Treatment and Make Unnecessary Referrals. The Harris 
Poll, No. 22, May 8, 2002. 

’ Massachusetts Medical Society, Investigation of Defensive Medicine in Massachusetts (November 2008). 
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tightening the statute of limitations for filing a suit would reduce the federal deficit by $54 
billion over 1 0 years, largely by curbing defensive medicine.'’ However, other experts believe 
that CBO has underestimated the impact of defensive medicine. The Pacific Research Institute, 
for example, concluded that “[d]efensive medicine wastes patients’ and doctors’ time and costs 
$191 billion annually.”’ 

Question 5: Value of Information technology 

UnitedHealth’s Center for Health Reform & Modernization published Working Paper 2: 
Health Care Cost Containment - How Technology Can Cut Red Tape and Simplify Health Care 
Administration, which identified practical ways in which technology can save health care dollars 
by modernizing the administrative and transactional aspects of health care delivery. The 
Working Paper focuses on potential savings across the health care system as a whole - savings 
that would accrue to physicians, hospitals and payers, and to consumers, employers, and 
taxpayers. We are enclosing for the Subcommittee’s consideration a copy of the paper, bearing 
control numbers UHG_DP_000078 - UHG_DP_000098, which explains in detail United’s 
recommendations for potential cost savings associated with improved health care technology. 

Question 6: Mr. Collins’ Compensation 

Mr. Collins indicated during the hearing that he would voluntarily provide his current 
compensation to the Subcommittee. Accordingly, below please find a table reflecting the annual 
salary and bonus that United paid to Mr. Collins from 2008 to the present. Mr. Collins’ bonus 
for 2009, if any, has not yet been determined. 






-TDfaa?: 

2009 

o 

o 

o 

o 

o 

- 

- 

$400,000 


$400,000 

$225,000 

- 

$625,000 


This compensation information is highly confidential to Mr. Collins and United. 
Disclosure of this information to the public or United’s competitors would not only unfairly 
compromise Mr. Collins’ personal privacy but it would also raise serious competitive concerns 
for United. We trust that the Subcommittee will treat this information as highly confidential, 
proprietary data. 


* * * 

As described above, the information that you have requested includes confidential and 
proprietary business information that United does not make available to the general public. 
Please be advised that United formally requests that these materials be afforded the full 


Letter from Douglas Elmendorf, Director of CBO, to Orrin G. Hatch, U.S. Senator (Oct. 9, 2009), available at 
http://www.cbo.gOv/ftpdocs/106xx/docl064l/10-09-Tort_Reform.pdf. 

^ Lawrence McQuillan, CBO Underestimates Benefits of Malpractice Reform, Wall Street J., Oct. 23, 2009. 
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confidentiality protections provided by the Rules of the House of Representatives, including but 
not limited to Rule VIl(3)(b)(2) & (4). Should you wish to publicly release any of these 
documents or information. United respectfully requests reasonable notice of your intent to do so 
and the opportunity to object to such a release. 

Should you have any questions regarding this information or this matter generally, please 
contact me at your earliest convenience. 


Very truly yours, 


K. Lee Blalack, II 
of O’MELVENY & MYERS LLP 


KLB/uea 

Enclosures 

cc: The Honorable Jim Jordan (via hand delivery) 

Ranking Member, Subcommittee on Domestic Policy 
Jaron Bourke (via hand delivery) 

Staff Director, Subcommittee on Domestic Policy 
Mr. Jud C. Sommer (via electronic delivery) 

Senior Vice President, UnitedHealth Group 
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April 23. 2009 



UnitedHealth GroupT 

9900 Bren Road East Minnetonka, Minnesota 55343 


[tear Shareholder 

We corcttaily invite you to attend our 9)09 Annual Meeting ot Shareholders. We will hold our meeting 
on Tuesday, June 2, 2009 at 10:00 a.m. central time at UnitedHeaith Group SouUi, 9701 Dtda Park 
Drive, Minnetonka, Minnesota. 

At this year’s meeting, you wiH be asked to vote on the election of directors, ratification of Deloitte & 
Touche LLP’s ifipointment as our independent registered public accountirrg firm and one shareholder 
proposal. 

Attached you wiH And a notice of meeting and proxy statement that contain further Information about 
these items smd the meeting itself, including: 

• How to obtain admission to the meeting if you plan to attend; arrd 

• Different metttods you can use to vote your proxy, including by Internet and telephons. 

Whether or not you attend the meeting in person, we encourage you to vote by Internet or telephone or 
complete, sign and return your proxy prior to the meeting. If you cannot attertd the meeting in person, 
you may Ksten to ttie meeting via wetxtest. Instructions on how to access the live webcast are mckided 
in the attached proxy statement. 

Every shareholder vote is important. To ensure your vote is counted at the Annual Meeting, please 
vote as promptly as possible. 


Sincerely, 



Stephen J. Hemsiey 

President and Chief Executive Officer 



Richard T. Bwke 
Chairman of the Board 


UHG_DP_000001 


Confidential Proprietary Bueinese Information 
UnitedHealth Group 

F^oduced Pursuant to House Confidentiality Rules 
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IMtedHealthGmqy 

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 

TO THE SHAREHOLDERS OF UNITEDHEALTH GROUP INCORPORATED: 

UnHedHealtli Group Irworporatod (the “Company^ wiH hold its Annual Meeting of Shareholders on 
Tuesday, June 2, 2009 at 10:00 am central time at UnitedHealth Group South, 9701 Data Park Drive, 
Minnetonka, Minnesota. The purposes ol the meeting are: 

1 . To elect the nine nominees that are set forth in the attached proxy statement to die 
Company's Board of Directors. 

2. To ratify the appointment of Deloitte & Touche LLP as the independent registered public 
accounting firm for the Company for the fiscal year ending December 31 , 2009. 

3. To consider one shareholdar proposal set forth in the proxy statement, if property presented 
at the Annual Meeting. 

4. To transsKt other business that properly may come before the Annual Meeting or any 
adjournment or postponement of the meeting. 

Only shareholders of record of the Ccxnpany's commrxr stock at the dose of business on April 3, 
2009 are entiUsd to receive notice of and to vote eK the meeting and any ac^mment or postponement 
thereof. 

BY ORDER OF THE BOARD OF DIRECTORS, 

L. 

Darmette L Smith 

Secretary to the Board of Directors 

April 23, 2009 

We cordially invite you to attend our Annual Meeting. Whether or not you plan to be present at the 
meeting, please vote by Internet or telephone, or by completing, signing and returning a proxy prior to 
the meeting. If you later choose to revoke your proxy, you may do so at any time before it is exercised 
at tie Armual Meeting by following the procedures described under Question 13 of the ‘TXiestions and 
Answers about the Annual Meeting and Votint/' section in the atUiched proxy statement. 

IMPORTANT NOTICE REGARDING AVAILABILITY OF PROXY MATERIALS 
FOR THE ANNUAL MEETING OF SHAREHOLDERS 
TO BE HELD ON JUNE 2, 2009: 

The Notice of Internet Availabliity of Proxy Materials, Notice of Annual Meeting, 

Proxy StatemenL Anmul Report on Form 10-K, as ameiKSsd, and the Summary 
Annual Report are available at 
www.unKedheatthgraup.com/proxymaterlals. 


UHG_DP_000002 
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IMtedHealth Groufr 

Unite<Neal1h Group Center 
9900 Bren Road East 
Minnetonka, Minnesota 55343 


PROXY STATEMENT 
FOR 

ANNUAL MEETING OF SHAREHOLDERS 
TO BE HELD JUNE 2, 2009 


GENERAL MATTERS 

General biformatlon Regarding Proxy Materials and Annual Meeting of ShMsholders 

Ttie Board of Directors of UnitedHealth Group Incorporated provides this Proxy Statement to you 
to sokdt proxies to act upon tie matters outlined in the Notica of Annual Meeting of Shareholders. 
These InckKte the election of directors set forth in this Proxy StatemenL ratification ol the appointment 
of our ndependent registered public acrxxmting firm and consideration of rxie shareholder proposal. 
The Board of Olractora wiH use ttie proxies at the 2009 Annual Meeting of Shareholders. The Annual 
Meeting will take place on Tuesday, June 2, 2009 at 1 0:00 a.m. central time at UnitedHealth Group 
Soitth, 9701 Data Paik Drive, Minnetonka, Minnesota. The proxies also may be voted at any 
acljoumment or postponement of the meeting. 

This Proxy Statement, our Summary Annual Report to Shareholders and our Armual Report on 
Form 10-K, as amended, for the year ended December 31 , 2008 are first being mailed to the 
Company's shareholdets and made available on the Internet at mrw.unitefttwatthgmup.com/ 
proxymatarials on or about April 23, 2009. 

Whether or not you plan to attend the Annual Meeting, please vote your proxy by Internet or 
telephrxie or by complet^, signing and returning the proxy card in the accompanying envelope. All 
property executed written proxies, and all properly completed proxies subrrtttted by Internet or 
teiephone that are delivered pursuant to this solicitation will be voted at the 2009 Annual Meeting of 
Shareholders (including any adjournment or postponement thereof) in accordance with the rttrections 
given in the proxy, unless the proxy is revoked prior to completion of voting at the Annual Meeting. 

Only owners of record of shares of common stock of the Company at the doea of business on 
April 3, 2009, the record rjate, are entitled to rxitice of and to vote at the Annual Meeting, or at any 
sdjcxjrnments or pos^xxiements of the Annual Meeting. Each owner of record on the record date is 
emitted to one vote for each share of common stock held. On April 3, 2009, ttie record dale, there were 
1,181,338,477 shares Of common stock issued, outstanding and entitlad to vote. 


UHG_DP_000005 
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Information About tha Notice of Internet Availability of Proxy Materials 

This year, in^aad ol mailing a printed copy of out proxy materials, including our Proxy Statement, 
Summary Annual Report to Shareholders and Annual Report on Form 10-K, as amended, to each 
shareho^r, we have deckled to provide access to these materials to our shareholders in a last and 
effident manner via the Internet. This tertoces the amount of paper necessary to produce these 
materials, as well as the costs associated with mailing these materials to tdi shareholders. Accordingly, 
on April 23, 2009, we began msling a Notice of Internet AvaM^lty of Proxy Materials (the ‘Notice’) to 
some ol our shareholders and po^ed our proxy materials on too website referenced to the Notice 
{www.unite<fft 0 althgioup.cofn^mxywat 0 rial^. As more fully descttoed in the Notice, ^lareholdets may 
choose to SKXtoss our proxy nratertols on the website referred to in toe Notice or may retest to receive 
a printed set of our proxy materials. In addition, the Notice and website provide infomiation regarding 
how you may request to receive proxy materials in printed form by mail or etoctronicaily by e-mail on 
an ongoing basis. 

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING 

1. What is tha purpose of the Annual Meeting? 

At the Annual Meeting, shareholders will act upon toe matters outined In the Notice of Annual 
Meeting of Sharsholdets. These Indude the election of directors, ratiiicatlon of the appointment of 
Dekrftte & Touche LLP as our independent registered public accounting Arm and consideraflon of one 
shareholder praposd. Also, once toe business of toe Annual Meeting is corx^luded, management of the 
Company wW report on our perfomriance. ManagemenL Chairs of each standing Boanf committee and 
representatives of Deloitte & Touche LLP will be available to respond to questions from shareholders. 

2. What is a proxy? 

It is your legal designation of arwtoer person to vote tha stock you own In the manner you direct. 
That other person is caned a proxy. If you designate someone as your proxy in a written document 
that document also Is caled a proxy or a proxy card. We have designated Christopher J. Walsh arxf 
Dannette L. Smith to serve as proxies for the 2009 Annual Meeting. 

3. What is a proxy statsmant? 

It is a document that Securities and Exchange Commission (“SEC*) regulations require us to give 
you as a shareholder when we are soliciting your vote. 

4. What is the difference between a shareholder of record and a shareholder who holds stock 

In street name? 

Stiarehoklars ol Racord. If your shares are registered in your name with our transfer agent. 

Wells Fargo Shareowner Services, you are a shareholder of recxxd with respect to those shares, and 
toe Notice or the proxy materiais were sent directly to you by Weis Fargo. 

Street Name Holders. If you hold your shares in an account at a bank or broker, then you are the 
beneficial owner of shares held in ‘street name.‘ The Notice or proxy materials were forwarded to you 
by your bank or broker, who is considered the shareholder of record lor purposes of voting at the 
Annual Meeting. As a beneficial owner, you have the right to direct your bank or broker on how to vote 
the shares held in yoiv account. 


2 


UHG_DP_000006 


Confidential Propnetary Business Information 
UnitedHftatfo Group 

l^oduced Pursuant to House Confidentiality Rules 



431 


5. How many shares must be present to hold die Annual Meeting? 

In order for us to conduct the Annual Meeting, holders of a majority of the shares entitled to vote 
as of the dose of business on the record date must be present In person or by proxy. This is referred 
to as a quonim. Your shares are counted as present If you attend the Annual Meeting and vom in 
person, if you properly vote over the Internet or by telephone or if you properly return a proxy card or 
voting instnjctkxi form by mail. Abstentions and broker non-votes will to counted as present lor 
putpc^s of estabishing a quoaim. If a quorum is not present, the Annual Meeting will be syoumed 
until a quorum is obtained. 

6. How can I access the proxy materials for the Atmual Meeting? 

Sharehokters may access the proxy materials, which include the Notice of Annual Meeting, Proxy 
Statement (indudkig a form of proxy card). Summary Annud Report to Shareholders and Annual 
Report on Fomi 10-K, as amencted, for the year ended December 31, 2008 on the Internet at 
mm.unlledheaWHimifi.ccm/pmxymalerials. We wHI also provide a hard copy of any of these 
documents free of cht^ upon request to: UnitedHealth Group Incrxporated, 9900 Bren Road East, 
Mnnetonka, Minnesota 55343, Attention; Secretary to the Board of Directors. 

Instead of receiving future copies of rxir proxy materials by mall, you cw elect Ki receive an e-mEUI 
tttat will provide electronic Inks to these documents. Opting to receive yrxrr proxy materials online wii 
save the cost of producing and mailing drxximents to your home or buskiass, wiN give you an 
electronic Hnk to the proxy votfng site and also win help preserve environmental resources. 

Smreholdem cri Record. If you vote on the Internet at www.eproxy.comAjnh, simply follow the 
prompts for enroNing in the electronic proxy delivery service. You also may enroll in the electronic 
proxy deHvery service at any time by going directly to www.unitedheallhgroup.com and foHowing the 
enrolltnent kratioclions. 

Street Harm HoUerx If you hold your shares in a bank or brokerage account, you also may 
have the opportunity to receive the proxy materials electronically. Please chedr the information 
provided kt the proxy materials you recehrs from your bank or broker regarding the availability of this 
service. 

7. How do I attend the Annual MeeUng? What do I need to bring? 

To attend the Annual Meeting, you will need to bring an admission ticket and valid photo 
Identification. 

Shareholdera Of Record. If you are a shareholder of record and received a Ncxtce, the Notice Is 
your arttnlssion ticket. If you are a shareholder of record and received proxy materials by mall, your 
admission ticket is attached to your proxy card. You will need to bring the Notice or the admisskxi 
ticket with you to the Annual Masting in order to be admitted to the meeting. 

Street Harm Holders. If you hold your shares In street name, bring your most recent brokerage 
statement or a letter from your broker or other nominee with you to the Annual Meeting. We will use 
that stotement or letter to verify your ownership of common stock and admit you to the Annual Meeting; 
however, you wK not be able to vote your shares at the Annual Meeltog without a legal proxy, as 
described In question 8. 
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Rease note that cameras, sound or video recording equipment or other similar electronic devices, 
large bags or packages will not be allowed in the meeting room. 

8. How can I vole at the Annual Meeting if I own aharea In atreet luane? 

If you are a street name holder, you will not be able to vote your shares at the Annual Meeting 
unless you obtain a legal proxy from your bank or broker. A legal proxy is a bank’s or broket's 
authorizaton for you to vote the shares it holds in Its name on your b^ialf. 

9. What ahaiea are Included on the Notice, proxy card or voting Instruction form? 

If you are a sharehokfer of record, you will receive only one Notice or proxy card for all the shares 
of common stock you hold; 

• in certMcate form; 

• in bod<-sntry form; and 

• in any Company benefit plan. 

If you hold your shares in street name, you wUt receive one Notice or voting instruction form for 
each account you have with a bank or broker. 

If you hold shares in oiv 401 (k) savings plan and do not vote your shares or spedfy your voting 
instructions on your proxy card, the administrators of the 401 (k) savings plan wiN vote your 401 (k) plan 
shares in the same prop^on as the shares for which voting Instructions have been received. To 
allow sufllclent Uma for voting by the 401 (k) administrators, your voting instructlona must be 
received by 11;S9 p.m. Central Time on Thursday, May 28, 2009. 

10. How can I listen to the live webcast of the Annual Meeting? 

You can listen to the live webcast of the Annual Meeting by togging on to our website at 
Mww.unltedhaatthgroup.com and clicking on ‘Investors’ and than on the link to the webcast. An 
archived copy of 8ie webcast also wUI be available on our website. 

We have included the website address for reference only. The information contained on our 
website is not incorporated by reference into this proxy statement 

11. What different methods can I use to vote? 

By Written Proxy. Ail shareholdsrs of record who received proxy materials by mail can vote by 
written proxy card. If you received a Notice, you may request a proxy card at any time by following the 
instnictions on the Notice. If you are a street name holder, you win receive instructions on how you 
may vote from your barrit or broker, unless you previously enrolled in electronic deiivety. 

By Telephone or Internet. All shareholders of record who received proxy materials by mail also 
can vote by touchtone telephone from the U.S. and Canada, using the toll-free telephone number on 
the proxy card, or through the Internet using the proceikires and instnictions described on the proxy 
card. If you recced a Notice, you may request a proxy card at any time by following the instnictions 
on the Notice. Stteet name holders may vote by Internet or telephone if their bank or broker makes 
those methods avakable. In which case the bank or broker wM enclose the Instnictions wtth the proxy 
materials. The Internet and telephone voting procedures are designed to authenticate shareholders' 
IdeiriMes, to allow shareholders to vole their shares and to confirm that thek instructions have been 
properly recorded. 
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In Person. AN shareholdats of record may vote in person at the Annual Meeflng. Street name 
holders may vote in person at the Annual Mee^ H they have a legal proxy, as descrttied In 
questions. 

The Notice is not a proxy card and it cannot be used to vote your shares. 

12. What is the record date and what does ft mean? 

The record date for the 2009 Annual Meeting is April 3. 2009. The record date is established by 
our Boanl of Directors as rer^ired by the Minnesota Business Corporation Act. Owners of record of 
comrrwn stock at ttre close of business on the record date are entMed to: 

• receive notice of the Annual Meeting; and 

• vote at the Annual Meeting and any adjournments or postponemmts of the Annual Meeting. 

13. If I submit a proxy, may I later revoke it and/or change my vote? 

Shareholders can revoke a proxy and/or change their vote prior to the completion of voting at the 
Annual Meeting by; 

• signkig arxrther proxy card or voting instrucHon form with a lat«^ date and deNvering It to an 
officer of the Company before the Annual Meeting; 

• voting again over the Intanret or by telephone prior to 1 1 :59 p.m.. Central Time, on June 1 , 
2009 (or, if ycxi are a street name holder, such earlier time as your bank or broker may ctrect); 

• votbig at ttie Annual kiting If you are a shareholder of record or are a street name holder that 
has obtained a legal proxy from your bank or broker; or 

• notifying the Secretary to the Board of Directors in writing before the Annual Meeting. 

14. Are votes confidential? Who counts the votes? 

We WIN continue our long-standing policy of hokting the votes of all shareholders In confidence 
from (ttectors, ofticers and employees except; 

• as necessary to meet applicable legal requirements and to assert or defend claims lor or 
against the Company; 

• in case of a contested proxy solicitation; 

• It a shareholder makes a written comment on the proxy card or otherwise communicates Ns or 
her vote to management; or 

• to allow the independent inspectors of election to certify the results of the vote. 

We wiN also continue, as we have for many years, to retain an independent inspector to receive 
and tatxtiate the proxies and to certify the results. 

15. What are my choices when voting for director nominees, and what vote is needed to elect 
directors? 

In ttw vote on the election of director nominees, shareholders may; 

• vote in favor of a nominee; 

• vote agNnst a nominee; or 

• abstain from voting with respect to a nominee. 
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Dt-ectors will be elected by a majority of the votes cast by the holders of the shares ot common 
stod( present and entitled to vote In person or by proxy at the Annual Meeting. To address a holdover 
provision in MinnesrMa law that allows a diector who has not been re-elected to remain in office until a 
successor Is elected and qualffied, we have a policy that requires any director who does not receive a 
greater nimber of votes 'W than ‘agalnsr his or her election in an uncontested election to tender his 
or tw resignation from the Board of Directors following certification of the shareholder vote. Under this 
policy, the Board of Directors will (Metmine whether to accept or reject the offer to resign within 90 
days of certification of the shareholder vote. The text (}f this policy appears in our Principles of 
Qovemance, which are available on our website. 

The Board of Directors recommends a vote FOR each of the nomkiees. 

16. What are my choices when voting on each of the other proposals considered at the Annual 

MaeUng, and what vole is needed to approve each proposal? 

For each of the other proposals, shareholders may; 

• vote for the proposal; 

• vote against the proposal; or 

• abstain from votkig on the proposal. 

The vote requited to approve each proposal, and the Board of Directors' recrxnmendation. is 
included below: 

• A proposal to ratify the appointment of Deloitte & Touche LLP as our Independent ret^tered 
pubic accounting firni requires approval by foe holders of a mr^ority ot the shares of common 
stock present aixl entitled to vote in person or by proxy at foe Annual Meeting. 

The Board of Directors recommends a vote FOR ratilicatlon. 

• A separate vote will be held on the shareholdar proposal if it is property presented at the 
Annual Meeing. In order to be approved, the strareholder proposal requires approval by the 
holders of a majority of the shares of common stock present and entitled to vote in parson or 
by proxy at foe Annual Meeting. 

The Board of Directors recommends a vote AGAINST the shareholder proposal. 

17. What If I do not specify a choice for a matter when returning a proxy? 

Shareholders should specify their choice for each matter in the matxier described in the Notica or 
on foeir proxy card. If no specific instructions ate given, proxies which are signed and returned win be 
voted: 


■ FOR the election of all director nominees; 

• FOR the proposal to ratify foe appointment of Deloitte & Touche LLP as the Company’s 
independent registered public accounting firm; and 

• AGAINST the shareholder proposal if It is properly presented at the Annual Meeting. 
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18. How ara abstentions and broker non>votes counted? 

Abstentions have no effect on the election of Erectors. 

Abstentions have the effect of an “AQAINST* vote on the ratification of the appointment of the 
Company's independent registered public accounting finn and on the shareholder proposal. Broker 
non-votes have tK> effect on the shareholder proposal. 

19. Are my shares voted H I do not provide a proxy? 

If you are a shareholder of record and do not provide a proxy, you must attend the Annual Meeting 
in order k> vote. If you hold shares through an SKXXHint with a bank or broker, your shares may be 
voted by the bank or broker if you do not provide voting instmctions. Banks and brokers hmre the 
authority under New York Stock Exchange mles to vote shares for wMch their customers do not 
provide voting instnxrtions on routine matters. The election of directors and the ratiflcalon Deloitte & 
Touche LLP as our Independent registered public accounting firm are considered routine matters. The 
shareholder proposal Is not considersd routine and banks and brokers cannot vote shares without 
instnrctlon on ttiat proposal. Shares that banks and brokers are not authorized to vote are counted as 
twoker non-votes." 

20. Does the Company have a policy about directors’ attendance at the Annual Meeting of 

Shareholders? 

The Company expects directors to attend the Annual Meeting. All of the incumbent (Erectors 
attended Vie 2008 Annual Meeting (other than Dr. Shine who was not a director at the time of the 2008 
Annual Meeting) and have Indicated that they plan to attend the 2009 Annual Meeting. 

21 . What are the deadlines for submitting shareholder proposals for the 2010 Annual Meeting? 

In order to be ellgftile for inclusion in our proxy statement for our 201 0 Annual Meeting or to be 
considered at that meeting, shareholder proposals must be received, in writing, at our principal 
executive offices at UnitedHealth Group Center, 9900 Bren Road East, Mhvretmka, Mirmesota 55343, 
Attention: Secretary to the Board of Directors, rrot later than December 24, 2009. Shareholder 
proposals received after December 24, 2009 would be untimely. Shareholder proposals must be in the 
form provided in our Bylaws. If we do not receive a shareholdar proposal by the deadfina described 
above, the proposal may be excluded from the proxy statement and from consideration at the 2010 
Annual Meeting. This advarrca notice requirement supersedes the notice period In SEC Rule 14a- 
4(c)(1 ) of the federal proxy rules regarding the discretionary proxy voting authority with respect to such 
shareholdar business. 

!Q. How are proxies solicited and what Is the cost? 

We bear all expenses incurred in connection with the solicitation of proxies. We have engaged 
D.F. Kkig S Co. to assist with the sollcitatton of proxies for an estimated base fee of $17,000 plus 
expenses. We will reimburse brokets, fiduciaries and custocfians for Iheir costs In fonwatilng proxy 
materials to beneficial owners of common stock. 

Our directors, officers and employees may also solicit proxies by mail, telephone and personal 
corHact. They will not receive any additional compensation for these activitfes. 
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 

The following table provides inlormatfon about each shareholder known to us to beneficially own 
more than five percent of the outetanding shares of our common stock, based solely on Sre information 
Hied by each such shareholder in 2009 for the year ended December 31 , 2006 on ^edule 1 3Q under 
the Securities Exchange Act of 1934, as amended (the ‘Exchange Acf). 


AffloimtandNMuraol Perewnof 
NemewdAddiweotBwitHcMOwiWf BwMflcMOwntrthlptt) Clan 


Wellington Management Company, LLP 102,161,679 8.46% 

75 State Street 
Boston. MA 021 09 

(1) This information, including percent of class, is based on the Schedule 13G filed with the SEC by 
Wellington Management Cmpany, LLP on Febniary 17, 2009, reporting beneficitri ownership as 
of December 31 , 2008. Wellin^on Management Company, LLP reported shared voting power for 
56,498,279 shares of common stock and shared investment power tor 102,161,679 shares of 
common stock as of December 31, 2008. WelUn^on Management Company, LLP reported having 
neither sole voting power nor sole investment power over any of the shares. 

The following table provides infomtation about the beneficial ownership of our common stock as of 
AprI 3. 2009 by each director and nominee for drector, each execuUve officer named In the 2008 
Summary Conqrensation Table in this proxy statement, and by ak of our current directors, mcecutive 
officers and director nominees as a group. As of April 3, 2009, there were 1 .181 ,338,477 shares of our 
common stock issued, outstanding and entitled to vote. 

Number ol ShwM 
Dewiwd Bwiaflclally 
Owned ee e ReeuK ot 


NWMI ol BMWftctAl OWTMr 

Ownorthfpof 
Common Stock 

EquHy Awwit EmtcIsiMo 
W iti^eODBytof 
Ai»rtl3,20M 


Pareantof 
Common Stodk 

or Idwitity of 

Total (1) 

OutsttaKHns 

WIHam C. Ballard. Jr 

39,200 

338,000 

377,200 

• 

Richard T. Burke 

2,728,608 (2) 

376,140 

3,104,748 

« 

Robert J. Darretta 

2,910(3) 

45,371 

48,281 

* 

Michele J. Hooper 

2,940 (3) 

30,000 

32,940 

* 

Douglas W. Leatherdale 

946,215 (4) 

342,220 

1.288,435 

* 

Gierm M. Renwick 

1,610 

16,429 

18,039 

* 

Kenneth 1. Shine, M.D 

0 

3,167 

3,167 

* 

Gail R. Wilensky, Ph.D 

34,090 

301,800 

335,890 

* 

Stephen J. Hemsiey 

2,348,620 (5) 

7,000,000 

9,348,620 

• 

George L. Mikan III 

9,633 (5) 

910,000 

919,633 

* 

Thomas L. Strickland 

0 

378,642 

378,642 

* 

Anthony Walters 

3,897 

647,500 

651,397 

* 

David S. Wichmann 

All current directors, executive 

17,897(5) 

2,144,250 

2,162,147 

* 

officers and director 





nominees as a group (18 
individuals) 

6,347,705 (6) 

13,505,044 

19,ffi2,749 

1.7% 


* Less than 1%. 
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(1) Unless otherwise noted, each person and group identified possesses sole voting and investment 
power with respect to the shares shown opposite such person's or group's name. Shares not 
outstaiKling but deemed beneficially owned by virtue of the right of an individual to acqtfire them 
within 60 days of April 3, 2009 are treated as outstanding only whan determining the amount and 
percent owned by such individual or group. 

(2) Includes 1 10,308 shares held tfirectly by Mr. Burke's spouse. Mr. Burke does not have voting or 
kivestment power over these shares, and disclaims beneficial ownersNp of these shares. 

(3) Does not include the following number of vested restricted stock units wMch are considered 
owned under the Company's stock ownersh^ guidelines for directors: Mr. Oarretta — 1,563 
restricted stock wits; and Ms. Hooper — 1 ,563 restricted stock units. 

(4) Includes 885,61 5 shares pledged by Mr. Leatherdale as collateral for borrowings from certain 
financial IrwtHufions. Also Includes 6,600 shares held in irrevocaMa tnjsts for the benefit of 
Mr. Leatherdale's grandcMIdren and for which Mr. Leatherdale (fisclaims beneficial ownership. 

(5) Includes the following number of shares held In trust for the individuals pursuant to our 401 (k) 
l^n: Mr. Hemsiey — 281 shares; Mr. Mikan — 139 shares; and Mr. Wichmann — 210 shares. 

(6) Includes the indirect holdings included in footnotes (2) and (4), the shares held in our executive 
officers' 401 (k) accounts which were previously held in such officers' accowts under the 
Company's former Employee Stock Ownership Plan, 163,739 shares of resbicted stock held by 
certain of our executive officers, 2,880 shares held in a trust for the benefit of one of our executive 
officers and 40 shares held in custodial accounts for the benefit of one of our executive officer's 
children. Pursuant to the terms of the Company's 401(k) plan, a participant has sole voting power 
over his or her shares; however, the plan tnistee votes all unvote shares in the same proportions 
as the actual proxy votes submitted by plan participants. 


SECTION 16(a) BENERCIAL OWNERSHIP REPORTING COMPUANCE 

Section 16(a) of the Exchange Act requires our executive officers and directors, and persons who 
beneficially own more than 1 0% of our common stock, to file Initial reports of ownership and reports of 
changes in ownership with the SEC and the New York Stock Exchange (iqYSE*). Executive officers, 
directors and greater-lhan-10% beneficial owners are required by SEC rules to furnish us with copies 
of ail Section 16(a) reports Ihey file. 

Based solely on our review of these reports and written representattons from our executive officers 
aid directors, we believe that all of our executive (Mficers and directors complied with al Section 16(a) 
filing requirements during 2008, with the exception of Ms. Hooper who made a late filing related to a 
purchase of stock on the open market. 
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PROPOSAL 1 - EUECTION OF DIRECTORS 

Under our Articles of Incorporation and Bylaws, each member of our Board of Directors is elected 
annually. On February 3. 2009, the Board of Directors, actbrg upon the recommendation of the 
Nominating and Corporate Governance Committee, appointed Kenneth I. SMne, M.D. to senre as a 
director of the Company. The Board of Directors has nominated nine directors for election: William C. 
Balard, Jr.. Richard T. Burke, Robert J. Darretta. Stephen J. Hemsiey, Michels J. Hooper. Douglas W. 
Leatherdale, Glerm M. Renwick, Kenneth I. Shine, M.D. and Gan R. WSensky, Ph.D. 

All of the nominees have iniormed the Board of Directors that they are wiMng to senre as directors. 
If any rtomlnee should decline or become unable to senre as a director for any reason, the persons 
nam^ as proxies will elect a replacement. 

The Board of Dlreetora recommettda that you vote FOR dm eleetlon of each of the 
nomlneea. Proidea witl be voted FOR the election of each nominee unleaa you apecify 
otherwiae. 


Nmiw 

WIIKam C. BaHard, Jr. . . 

Richard T. Burke 

Robert J. Darretta 

Stephen J. Hemsiey . . . 
Michele J. Hooper — 
Douglas W. Leatherdale 

Glenn M. Renwick 

Kenneth I. Shine, M.D. . 
Gail R. Wllensky, Ph.D. 


Age Dlr»ctar Sltrc» 


68 

1993 

65 

1977 

62 

2007 

56 

2000 

57 

2007 

72 

1983 

53 

2008 

74 

2009 

65 

1993 


The director nominees, if elected, will serve until the 2010 Annual Meeting and urrtil their 
successors are elected and qualified. 

Mr. Ballard served as Of Counsel to Greenebaum DoU & McDonald PLLC, a law firm in Louisville, 
Kentucky, from June 1992 until July 2008. In 1992, Mr. Ballard retired from Humana. Inc., a company 
operating managed health care facilities, after serving as the Chief Financial Officer and a director fcv 
22 years. Mr. Ballard is also a director of Health Care REIT, Inc. 

Mr. Burks Is Chainnan of the Board of UnitedHealth Group, has been a member of our Board of 
Directors since Inception, and was Chief Executive Officer of UnitedHealthcare, Inc., our predecessor 
corporation, until February 1988. From 1995 until February 2001, Mr. Burke was the owner. Chief 
Executive Officer and Governor (rf the Phoenix Coyotes, a National Hockey League team. Mr. Burke is 
also a director of Rrst Cash Financial Services, Inc. and Merltage Homes Corporation. 

Mr. Darretta Is the retired Vice Chaimian, Board of Dliectors. Chief Financial Officer and member 
of the Executive Committee of Johnson & Johnson, a health care products company. Mr. Darretta 
served as Chief Financial Officer and a member of the Executive Committee of Johnson & Johnson 
from 1997 to March 2007. Mr. Darretta joined Johnson & Johnson in 1968. Mr. Darretta is also a 
trustee tor certain Putnam mutual funds. 
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Mr. Hemsieyte Presktent and Chief Executive Officer of UnitedHealth Group and has served In 
that capacity since NovMTrtier 2006. He has been a member of ttie Board of Directors since February 
2000. Mr. Hemsiey Joined the Company in 1997 as Senior Executive Vice President. He became Chief 
Operating Officer in 1998, was named President in 1999, and served as President and CMef Operatng 
Officer from 1999 to November 2006. 

Ms. Hoopsris Managing Director of The Directors' Council, a private company which she 
co-founded In 2003, works with corporate boards to increase their Mependence, effecttveness 
and diversity. She was President arx) Chief Executive Oflic«^ of Voyager Expanded Learning, a 
developer and provider of teaming programs and teacher training for public schools, from 1999 until 
2000. Prior to that, she was President and Chief Executive Officer of Stadtiander Drug Contoany, Inc., 
a provider of disease-specific pharmaceutical care, from 1 998 until Stadtiander was acquired in 1 999. 
She is also a cVrector of AstraZeneca pic., PPG Industries, Inc. and Warner Music Group Corp. 

Mr. LoattienSale served as toe Chairman and Chief Executive Officer of The St Paul Companies, 
Inc. (currently known as Travelers Companies, Inc.), a property casualty Insurance company, from 
1990 until he retired in October 2001 . Mr. Leatoerdate is tyso a director of Xcel Energy, Inc. 

Mr. Rermick is President and Chief Executive Officer of The Progressive Corporation, an auto 
insurtotoe company. Before being named Chief Executiva Officer in 2001 , Mr. Rwtwick served as Chief 
Executive Officer-Insurance Operations and Business Technology Process Leader from 19% through 
%00. Prior to thaL he ted Progressive’s Consumer Marketing group arxl served as President of various 
dMsions wHhin Progressive. Mr. Renwick joined Pro^ssive In 1 9% as Auto Product Manager for 
Fkxida. Mr. Renwick is also a director of The Progressive Oxporatfon and Fiserv, Inc. 

Dr. Shine has served as toe executive vice chancellor for health affairs of toe University of Texas 
System, which consists of nine academic campuses and six health institutions, stoce November 2003. 
Dr. Shirw also served as toe interim ChaixtoHor of toe University of Texas System from May 2008 until 
December 2008. Prior to November 2003. Dr. Shine served as President of the Institute of Medicine at 
toe National Academy of Sciences from 1992 until 2002. From 1993 unffi 2003, Dr. SNne served as a 
Clinicai Professor of Mefficina at the Georgetown University School of Medicine. From 1971 untH 1992, 
Dr. Shine served in several positions at toe University of C^Homia School of Medicine, with his final 
position beittg Dean and Provost, Medical Sciences, and he continues to hold the position of Professor 
of Medicine Emeritus. Dr. Shine has also served as Chak of toe Courx:il of Deans of toe Association of 
American Medical CoHagas from 1991 until 1992 atxi as President of Ihe American Heart Association 
from 1985 untN 1986. 

Or. W/fensky has been a senior fellow at Project HOPE, an international health foundatioa since 
1 993. From December 2006 to December 2007, Dr. Witensky co-chaired the Department of Defense 
Task Force on the Future of Military Health Cara. During 2007 she also served as a commissioner on 
the President’s Commission on Cara for America's Returning Wourtoed Warriors. From May 2001 to 
May 2003, she was the Co-Chair of the President's Task Force to Improve Health Cara for our Nation’s 
Veterans. From 1 997 to 2001 . she was also Chair of the Medicars Payment Advisory Commission. 
From 1992 to 1993, Dr. WHensky served as the Deputy Assistant to President George H. W. Bush for 
policy development and from 1990 to 1992, she was toe Administrator of the Health Cara Hnandng 
Administration (now known as the Centers for Medicare and Medicaid Sendees) directing the Medicaid 
and Mecflcare prosyams for the United States. Dr. Wllensky is also a director of Cephalon, Inc., Genttva 
Health Senrices, Inc., Quest Diagnostics incorporated, and SRA International Inc. 
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CORPORATE GOVERNANCE 


Overview 

Ur^tedHeatth Group is committed to high standards of corporate governance and ethical business 
conduct, reportbig results with accuracy and transparency, and maintaining fu8 compHance with the 
laws and regulattons that govern our businesses. 

Important documents governing our corporate governance practices include our Artides of 
Incorporatton, B^aws, Principles of Governance, Board of Directors Comnyttee Charters, Standards 
for Director Independence, Code of Business Conduct and EtNcs, Related-Person Transactions 
Approval Policy, Board of Directors Communication Policy, Poiticai Contributions Policy and Corporate 
Environmental Policy. You can access these documents at wmw.unitecSmalthgrap.com to learn more 
about our corporate governance practices. We will also provids a copy of any of ttrese documents 
published on our website, ttee of charge, upon request to: UtvtedHealth Group Incorporated, 9900 
Bren Road East, Mkmetonka, Minnesota 5S343, Attention: Secretary to the Board of Directors. 

Corporate Governance Praottees 

Some of our key corporate governance practices Include: 

Board Stmctum 

• Our Board of Dkectors is declassified (all directors are eiected annually by our shareholders). 

• Our Articles of Incorporation provide that in an urtcontested election, each director must be 
eiected by a majority vote. 

• We have a non-execulive Chairman of the Board. 

Board and Board Committeas Composition and Performanco 

• We have committed to have five Board seats tilled by new independent directors by the end of 
2009 in order to bring new experiences, expertise and perspectives onto the Board of 
Directors. To that end, our Board of Directors has: 

o formed and convened a Nominating Advisory Committee comprised of representatives 
from the shatehoider and medicai communities to provide Input Into the composition of our 
Board of Directors; and 

o added four new independent directors as follows: Robert J. Danetta (April 2007), Michele 
J. Hooper (October 2007), Glenn M. Renwick (June 2008) and Kenneth I. Shine, M.D. 
(February 2009). 

• All members of our Audit Committee are required to be financial experts as defined by the 
SEC. 

• A director may not serve on more than four pubHc company boards of directors (inducing the 
Company); any of our current directors serving in January 2007 (who are now limited to 
serving on six boarxls) wil be subject to this four board tiinit commencing at our 201 2 Annual 
Meeting of Shareholders. 
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• Our (Srectors are required to offer their resignations upon a change In their primary careers. 

• Our Board 01 Directors conducts executivs sessions at e»:h regulatty scheduled Board 
meeting. Our Chairman of the Board presides over each executivB session. Our Board 
committee also conduct executive sessions that are presided over by the Committee Chairs 
c4 ttieir respective committees. 

• Oir Board of Directors and Board committees have the authority to retain Independent 
advisors. 

• Our Board of Directors and individual directors conduct performance reviews annually. 

• All direr^ors are required to attend dirsctor education sessions accredited by RiskMetrics. 

ShamhokJer nights 

• In 2007, wo amended our Articles of Incorporation and Bylaws to; 

o remove supermajority approval requirements to approve certain business combinations; 
and 

o remove supermajority approval provisions for the removal of drectors. 

Guidelktes and PoSdes 

• Our Board of Directors reviews our chief executive officer (“CEO^ succession plan annually. 
Our CEO succession plan was developed by our Board of Directors with input from our CEO 
and has two components: a succession plan that addresses emergerrcy or unanticipated loss 
of our CEO and a longer term succession plan. Material features of this plan include 
identification of Board members to lead the succession process, identification and 
development of internal candidates, and identfication of external resources necessary to 
ensure a successful transition. 

• We have implemented stock ownership guidelines for directors and executive officers. See the 
dscussions under the heading “Compensation Discussion arxf Analysis — Elements of Our 
Compensation Program — Other Compensation Practices — Executive Stock OwnersNp 
Guidelines’ for a description of the stock ownership guidelines for the Company's executive 
officers, and under the heading “Director Compensation — Stock Ownership Gukfellnss' tor a 
description of the stock ownership guidelines for the Company’s norr-omployoo directors. 

• Our Board of Directors has adopted a retated^person transactions approval policy regardng 
the review, approval and ratification of reiated-person transactions by our Audit Committee. 

See the discussion under the heading “Certain Relationships and Transactions’ below. 

• Oir Board of Directors has adopted a clawback policy that allows the Company to recover 
cash Incentive compensation and equity awards from senior executives in the event of fraujd or 
miscoTKluct resulting In a restatement of the Company's financial statements or in the event of 
a senior executive's violation of a restrictive covenant. See the discussion under the heactng, 
“Compensation Discussion and Analysis — Elements of Our Compensation Program — Other 
Compensation Practices — Potential Impact on Compensation from Executive Msconducf 
below. 
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• Our Board of Directors has adopted stn Independent compensation consultant policy that 
requires ttte consultant engaged by the Conipensatlon and Human Resources Committee to 
be Independent of the Company or die Company wW dsclose the fees paid to the consuiumt In 
the Company's proxy s^tement. See die discussion under the heading, *Compensation 
Ksoission and Ana^is — Determination of Total Compensation — The Compensation 
Committee's Use of an Independent Compensation Consuttant* 

• Our Board of Directors believes that effective Board-shareholder communication stiengthemi 
the Board of Directors’ role as an active, kiformsd and engaged fiduciary and has adopted a 
communication policy which outlines how shareholders may communicate with the Board of 
Directors. See the discussion under the heading, 'Corporsde Governance - Commurdcadon 
with the Board of Directors.' 

• Our Board of Directors has adopted a political contributions policy pursuant to which it has 
committed to (flsclose seml-annuaNy the pdltlcat contributions of the Company and its ferteral 
and state political action committees. 

• Our Board of Directors has adopted an environmental policy which outlines our focus on 
minimizing our impact on the environment and creating a Company culture that heightens our 
employees' awareness of the importance of preserving the environment and conserving 
energy and natursd resources. 

Independent Auditors 

• Oiv independent registered pubUc accountkig fkm is ratified by our shareholders annually. 

• The 2008 non-audit fees paid to our independent registered public accounting firm ware less 
than 1 0% of total fees paid to that fimi by the Company in 2008. 

Principles of OovemaiKS 

Our Articles of Incorporation and Bylaws, togefiier with Minnesota law and NYSE and SEC rules, 
govern ttie Company. Our Principles of Governance reflect the current views of our Board of Directors 
and set forth many oi our long-standing practices, policies and procedures which provide the 
foundation of our commitment to best practices. The policies and practices covered in our Principles of 
Governance include shareholder rights and proxy voting; shucture, composition and performance of 
the Board of Directors; use of an Independent compensation consultant; Board of Directors operation; 
individual diractor responsibilities; and Board committees. CXir Principles of Governance are reviewed 
at least annually by our Nominating and Corporate Governance Committee and are revised as 
necessary. 

Code of Business Conduct and Ethics 

The Cods of Business Conduct and Ethics Is pubfished on the Company’s website and covers our 
principles and policies related to business coiKluct, conflicts of interest, public cfisdoswe, legal 
confisNancs, reporting and accountability, coiporate opportunities, confidentiality, fair dealing and 
prcrisction, and proper use of Company assets. Any waiver of the Code of Business Conduct aid 
Ethics for the Company’s executive officers, senior financial officers or tfirectors of the Company may 
be made only by Vie Board of Directors or a committee of the Board. Any amencknents to tie Code of 
Business Condiict and Ethics and waivers of the Code of Business Conduct and Ethics for our CEO, 
CFO, Chief Accounting Officer or ControHer will be published on the Company's website. 
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Ethics & CompHancs HsipCenter 

We strongly encourage employees to ratee ethics and compliance concerns. We offer several 
channels for einployees and third parties to report ethics and compliance concerns or incidents, 
indudktg ccncems about accounting. Internal controls or auditing matte's. We provide an Ethics & 
Comi^iance He^}Center that is available to employees 24 hours a day, 7 days a week with live 
operators who can connect to speakers in multipto languages. In addition to phone support, we also 
provide a website for employees to submit an online report to the HeIpCenter. Whethw reporting by 
phone or online, individuals may choose to remain anonymous. Employees may also raise their ethics 
atKf compliarK» concerns with our Ethics and Integrity Office, their manager, ttre Human Capital 
department or the Corporate Security department. We prohibit retaliatory action against any imtvidual 
for raising concerns or questions regarrtng ethics and compliance matters or for reporting suspected 
violaHons. We cotKfuct regular training of aH employees to advise them of the means by which they 
mtiy report possible ethics or com|tiancs issues and their affirmatve responsibtity to report any 
po^RjIe Issues. 

Director Independence 

Our Board of Directors has adopted the Company's Standards for Director Independence, which 
are attached as Appendix A. The Standards for Director lndependerx» were strengthened in 2006 to 
exceed the standards set by the SEC and the NYSE. 

Our Board of Directors has affirmatively determined that each of William C. Ballard, Jr., Richard T. 
Burke, Robert J. Darr^, Michele J. Hooper, Douglas W. Leatherdale, Glenn M. Renyddr, Kenneth I. 
Shine, M.D. and Gail R. Wllensky, Ph.D. is ‘independenr under the NYSE rules arrd ttie Compeny's 
Stancbrds for Director Independence and that these directors have no material relationshps with the 
Company. 

In determining independence, the Board of Directors considered, among other factors, all (rf the 
business ralationshps Itotween the Company and our dkectois and nominees, their immediats family 
members (as defined by the NYSE) or their affilated companies. In particular, the Board of Directors 
considerad whether any director or any nominee was a partner, significant shareholder or executive 
officer of an organizatkm that has a relationship with the Company, and charitable contributions that 
the Company or its affiliates made to organiza^s with which such dirsctors or nominees are or have 
been associated. With respect to each of the most recent three fiscal years, the Board of Dirsctors 
evaluated the following relationships and detemnlned that such relationships did not impair the 
directors' exercise of Indeperxlent judgment 

• for Mr. Burke and Dr. Shine, the annual amount of payments tor goods or services between 
the Company and the organization where the dirsctor (ancyor a member of the director's 
Immediate family) is a significant shareholder or serves as an executive officer, 

• for Mr. Leatherdale and Dr. Wilensky, the amount of the Company’s charitable contribufions to 
organizations where such cfirector serves as at executive officer, director or Uustee or with 
which the dliector had been associated; and 

• relationships between the Company and organizations on which our outside cfirectors serve as 
directors. 

The Company’s President and CEO, Stephen J. Hemsiey, is not an independent director. 
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In fiscal 2008, James A. Johnson, Thomas H. Kean, Maty O. Mundinger, Dr.P.H. and Robert L. 
Ryan also served as ind^iandent directors until their retirement from the Board of Directors on June 5, 
2008. In determktkig their independence, the Board of Directors considered the relatfonships 
(Sscussed in our 2008 proxy statement and determined that such relatlonsNps did not Impsdr the 
directors' exemise of independent Judgment. 

Board Meetings and fUmual Meeting Attendance 

Directors are expected to attend Board meetings, meetings of committees on which they serve 
and the Annual Meeting of Shareholders. AH of our Incumbent directors attended the 2008 Annu^ 
Meeting (ottier that Dr. Shkre who was not a director at the time of ttie 2008 Annual Meeting). During 
the year ended December 31 . 2008, the Board of Directors held four regular meetings and el^t 
special meetings. Alt Incumbent cHrectors attended at least 75% of the meetings of the Board and any 
Board committees of which they were members. 

Board Committees 

The Board of Directors has establishad lour standing committees: the Audit ComnHttee, the 
Compensation and Human Resources Committee (the ‘Compensation Committee'), the Nominating 
and Corporate Qovemance Committee (the ‘Nominating Committse*) and the Public PoHcy Strategies 
and Responsiblity Committee (the T^tblc Policy Strategies Committee’). These conmittees help the 
Board of Directors fulfill ito responsibIHties and assist the Board of Directors in making kifoimed 
decisions. Ewrh committee operates under its own written charter, and evaluates its charter and 
corKkicts a committee performance evaluation annuaHy. 

In siddHion, during 2006, the Board of Directors formed a Special Litigation Committee, consisting 
of two former Mtonesota Su^eme Court Justices with no prior affiliation with the Company, to 
invesHgata the d^ms raised in the shareholder derivative actions arxl demantis relatsd to the 
Company’s historical option granting practices. 


Conpwuallan <nd Namlmltng and Punae PsHcy StratacHta 
Dlractor Audit Human Haaotifcaa CorpofataOnvamanca and BaaponaibUtty 


Wiliam C. Ballard. Jr Chair X 

Richard T. Burke* 

Robert J. Darrstta X X 

Stephen J. Hemsley 

Michele J. Hooper Chair X 

Dou^as W. Leatherdale Chair X 

Qlenn M. Rartwick X 

Kenneth I. Shine, M.O X 

GaHR.WIensky,Ph.D X Chair 


‘ Mr. Burke is toe Chaimian of toe Board and ex-officfo member of each Board committee. 

AukM Committee 

The Audit Comnittee consists of Messrs. BaHard (Chair), Darretta aid Renwick, each of whom is 
an Independent director under the NYSE Hsting standards and the SEC nries. The Board cH Directors 

16 


UHG_DP_000020 


Confidential l=^oprietary Bisinest In^^ation 
UnitedHealth 

Produced Pursuant to House Confidentiality Rules 






445 


has determined that Messrs. Ballard, Darretta and Renwick are *aucn commltlee financial experts’ as 
defined by the SEC rules. The Audit Committee has responsIbWty for the selection and retention of the 
independent registered public accounting firm, and assists the Board ot Directors by overseeing 
financial reporting, public disclosure and compliance activities. The Audit Committee operates as a 
direct line of communication between the Board of Directors and our independent registered public 
accounting firm, as well as our internal audit, compliance and legal personnei. The Audit Committee 
held eight regular meefings and two special meetings in 2008. 

Compensafion and Human ResouKas Commits 

The Compensation Committee consists of Messrs. Leatherdale (Chair) and Danretta and 
Dr. Wilensky, each of whom Is an independent director under the NYSE listing standards, a 
non-employee director under the SEC rules and an outside director under the internal Revenue Code 
of 1986 (the “Internal Revenue Code*). The Compensation Committee is responsible for overseeing 
our policies and practices related to total compensation for executive officers and the administration of 
our incentive and equity-based plans. The Compensation Committee also negotiatss and administers 
our employment arrangements with our CEO and other execufive officers, coiKlucts an annual 
performance review of file CEO, and reviews and monitors dkector compensation programs and the 
Oxnpany's stock ownership guideirtes. The Compensation Committee held four regular meetings and 
four special meetings in 2008. 

Nominating and Corporate Governance Committee 

The Nominating Committee consists at Ms. Hooper (Chair) and Messrs. Ballard aid Leatherdale, 
each of whom Is an independent director under the NYSE rules. The Nominafing Committee's duties 
Include identifying and nominating Individuals to be proposed for election as directors at each Annual 
Meeting or to fifi board vacamlas, conchicting the dkector and Board evaluation process, evaluattng the 
categorical standards which the Board of Directors uses to determine director independence, and 
monitoring and evaluating corporate governance. The Nominating CrxnmHtee held lour regular 
meetings and two special meetings in 2008. 

Public Policy Strategies and Responsibility Committee 

The Public Policy Strategies and Responsibility Committee consists of Dr. Wilensky (Chair), 

Ms. Hooper and Dr. Shine. The Pubfic Policy Strategies and Responsibility Committee, formed in May 
2006, is responsible for assisting the Board of Directors hi fulfiling its responsibilities relating to the 
Company's pubfic policy, government relations, community and charitable activities and social 
responsfixlities. The Public PoHcy Strategies Committee held three regular meetings and one special 
meeting in 2008. 

Special Litigation Committee 

The Special Litigation Committee consisted of the Hon. Edward Stringer and the Hon. Kathieen 
Blatz, former Justice and former Chief Justice, respectively, of the Minnesota Supreme Court They are 
not members of the Board of Directors. The Special Litigation Committee was responsible for 
Investigating the claims raised in the shareholder derivative actions and demands related to the 
Company's historical option granting practices, and for detennining whether any dsfims should be 
pursued. The Special Litigation Committee was completely independent of the Board of Dkectors and 
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the Company. On December 6, 2007, the Special Litigation Committee condudad its review of claims 
relating to the Company's historical stock option practices and published a report which is described In 
"Note 15 to Consolidated Rnandal Statements’ included In the Company’s Annual Report on 
Form 1 0-K, as amended, for the year ended December 31 , 2008. 

Director Nomination 

Criteria tor NorrmaHort to the Board 

The Nomkrating Committee Charter, which is available on our website, provides that the 
Nominating Committee is responsibte for analyzing, on an annual basis, important Board member skills 
and characteristics, and recommendng to the Board of Directors appropriate individuais for nomination 
as Board members. The Nominating Committee considers the appropriate balance of experience, skills 
and charsMderistics required of a director. Nominees for director are ^ected on the basis of skills aid 
characteristics described in Ihe Company's Principles of Governance, which include diversity, age, 
skills (such as an understancKng of hetdth care issues, management of large pubHc companies, and 
academic, political, financial or medical background), familiarity with ethical and corporate governance 
issues and other relevant factors. The Nominating Committee has also developed a skills matrix that 
reflects the qualities it believes the Board of Directors as a whole should possess. The Nomteatfng 
Committsa uses the skills matrix to analyze the strengths of each Board member and to determine 
whether a potential Board member's skills would comptement the skils of tee current Board members. 
A new director may not be a board member on more than lour public company boards, kxtluding the 
Company. 

Shareholder Proposals for Nominees 

The Nominating Committee will consider candidates proposed by shareholders upon timely written 
notice to the Secretary to the Board of Directors. For the 201 0 Annual Meeting, notice must be 
received at cur prind^ execiriiva offices, directed to the Secretary to tie Board cri Directors, on or 
before December 24, 2009, and must set forth the following Informaton: (I) the name, age, business 
address, residence address and principal occupation or employment of each proposed nominee. 

(ii) the name and address of the shareholder giving notice Is tie same as it appears in the Company's 
stock register, (ii) the number of shares of the Company's common stock which are beneficially owned 
by the nominee and shareholder, arxl (iv) other Information concerning the nominee as would ie 
required hi soNciOng proxies for the election of that nominee. The notice must also include a signed 
consent of each nominee to serve as a director of the Company, if elected. Shareholder proposals for 
nontinees received after December 24, 2009 would be untimely. 

Nominating Advisory Committee 

The NMninating Advisory Committee was formed by the Board of Directers hi 2006 to provide the 
Nominating Committee with additional input from sharehoiders and others ragarrting desiiable 
characteristics of rtirector candidates and the composition of Ihe Board of Dhactors. Input provided by 
the Nominating Advisory Comrrtittes is considered by, but Is not binding on, the Nominating 
Committee. The Nominating Advisory Committee currently includes four Inrtividuals afffllated with long- 
term shareholders of the Company and one hidvidual who Is a member of the medical community. 
Nominating Advisory Comntittee meetings are convened by the Company. The Nominating Advisory 
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Committee held two meetbigs bi 2008. At these meetings, the Nominattng Advlsoiy Comnbttee 
provicted feedback on desired drector characteristics to be repres«ited on the Board of Directors as a 
whole, inciutbng the following factots: overaH quality and experience of potential cancNdates, age, 
independence from the Company and management, abbKy to work colegMy with other directors, 
dverslty and expertise bi dbiical health care, accounting or audit, corporttte govemance/ethics, 
govemmenVpoMical relations, consumer/marketbig. or technology. In addition, members of the 
Nombiating Advisory Committee suggested potential caixfidates lor consideration by the Nominating 
Committee and provided feedback on the characteristics of candidates under consideration by the 
Nombiaing Committee. A description of the Nominating Advisory Comidttee can be found on the 
Company's website at mnw.wi'nedheatthgmup.com. Members of the Nomhiathig Advisory Committee 
do nd receive any compensation from the Company for serving on the Nominatbtg Advisory 
Committee. 

Process lor Identtfylng and Evaluating Nominees 

The Nominating Committee’s process for identifying and evaluating nominees to the Board of 
Directors is as follows: In the case of Incumbent directors, bi addition to the fSKdois listed above under 
“Criteria for Nonrination to the Board,' the Nominating Ccxnmittee reviews the rSrectors' overall service 
to the Company and performance on the Board of Obectors during their terms, biducRng the number of 
meettngs attended, level of participation, quality of performance, level of experience, sul^ect matter 
expertise the director brings to the Company, familiarity with the Company and other relevant factors. 

As anrroutx^d bi 2006, the Board of Directors has committed to having five Board seats fibed by 
new independertt directors by the end of 2009 in order to bring bi new experiences, expertise and 
perspectives. To that end, the Board of Directors added lour new Independent directors as follows: 
Robert J. Darretta (Apr* 2007), Michele J. Hooper (October 2007), QIann M. Renwick (June 2008) aixl 
Kenneth I. Shine, M.D. (February 2009). Dr. Shine was identilisd alter the Nombiatbig Comribttee 
determined ttiat, based upon a review of its skil matrix, it was useful for the Board of Directors to 
bidude a nationally recognized health cars expert with provider experience. Dr. Shine was ktontUied bi 
a nationwide search by the Nominatbig and Coqxirate Qovemance Commtttee for a person with this 
skill set and appointed to the Board of Directors in February 2009 upon nombiation by the Nominating 
and Corporate Governance Committee. All other director nominees were elected by shareholders at 
the 2008 Annual Meeting. 

The Nominating Committee has also considered input from the Nominating Advisory Committee 
regarding appropriate Board composition characteristics. In considering potential candhiates. Including 
Messrs. Darretta and Renwick, bfe. Hooper and Dr. Shine, the Nombiatl^ Committee assessed that 
person's quaWicalions and how the (qualifications fit with the desired composition of the Board of 
Directors as a whole, biduding the (xiteria set forth above urKier 'Criteria for Nomination to the Board* 
and criteria discussed by the Nominating Advisory Committee. In evaluating a nombiee’s cqualiflcations, 
among other ttibigs, the Nominabng Committee reviewed biographical bifonnation and references, and 
received input from the fob Board of Directors. 

The Nominating Committee will ccxisider director candidates put forth by shareholders provided 
the procedures outlbied imder the heading ‘Shareholder Proposals for Nominees’ are fobowad by the 
shareholdets in submittbig recommendations. The Nombiatbig Convoittea wifl evaiude new candidates 
according to the procedures outHned bi the previous paragraph regardless cri ttie source of the 
candMate recommendation. 
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Communication with the Board of DIrectoia 

The Board of Dh'ectors values the irtput and insists of our sharehoiders and believes that 
effective Board-shareholder communication strengthens the Board of Directors’ role as an acUvs, 
informed and engaged fiduciary. To ^Ittate communication, the Board of Directors has adopted a 
Board of Directors Communteition PoHcy. Under the policy, the Board of Directors has designated the 
Company’s Secretary to the Board of IXrectors as its agent to receive and review communications 
addressed to any dbector, committee of the Board or the full Board of Directors. 

The Company wil not forward to the directors commurtotions received which are of a personal 
nature or not related to the ifottes and re^nonsibillties of the Board of Directors, including, wWiout 
limitation, junk mail and mass mailings, business solicitations, routine customer service complaints, 
new product or snvice suggestions, and opinion survey polls. The Secretary to the Board of Directors 
will forward complaints and suggestions received to the appropriate members of the Company’s 
management. 

Appropriate Board communications include matters relating to; 

• Board succession planning process; 

• CEO succession planning process; 

• Executive compensation; 

• Corporate governance; and 

• General Board oversight, inclurfng accounting, internal accounting controls, auditing and other 
related matters. 

The policy, InducHng Information on how to contact the Board of Directors, may be found in the 
corporate govemarxte section of the Company’s website, <MwiH.imhedhealthgroup.com. 
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EXECUTIVE COMPENSATION 
Compenurtlon Discussion and Analysis 
Exeeutlv» Summmy 

As doscilbed in this Compensation Discussion and Analysis, UnitedHeaith Group designed 
an executive compensation program to attract and retain highly qualified executives and establish 
a strong relationship between executive pay and Company performance based on the 
axdtievement of the enterprise goals and benchmarks described below. The Compensation 
ComiTkttee beUeves that total compensation for our Chief Executive Officer, our Chief Financial 
Officer and each of our three other most highly compensated executive officers for fiscal 2008 
(the “named executive officers') should be heavily weighted toward long-temi performance-based 
axiyrensation. In 2008, long-term compensation represented approximatMy 70% of the total mix 
of base salary, annual and long-temi compensation granted to named executive officers other 
than the CEO. The program, however, does not target a specific mix of compensation between 
annual and long-temi or between equity and cash compensation. Further, given that each 
executive officer has urkque considerations, the program's flexibility allows the Board of Directors 
to devise a compensation mix that rewards each Inffividual with the proper focentives. 

UnitedHealtti Group is committed to the notion that the sbucture of executive compensation 
drives growth, focreases shareholder value, and spurs management to improve efficiency and 
market value for the Company. Therefore, in the past several years, extensive changes have 
been made to the executive compensation arrangements with the aim of aligning managemenfs 
Incentives with those of our shareholders. First, as described below, the Compensation 
Committee changed the structure of the annual bonus program to Include appropnate incentives 
for management to achieva UnitedHealth Group's business strategy. Historically, the sole metric 
for the long-term incentive plan was earnings per share CEPS’). In 2008, the Compensation 
Committee added average return on equity rFK}E’) as a second component to its long-term cash 
incmitive program for the 2008-2010 p^ormance period. In 2008, the Compensation Committee, 
acting in accordance with current best practices, also included restricted stock units as a 
component of the equity awards. In 2009, performance-based restricted stock units were 
induded. 

These updates to UnitedHealth Group's executive compensation stnjcture are in line with the 
Company's commitment to enhance shareholder value and align executive compensation with 
long-temn performance. 


Philosophy and Ot^actlvmaot our CoaipmsaOan Program 

We seek to attract and retain highly qualified executives and establish a strong relationship 
between executive pay and Company performance based on the achievement of enterpriss goals. We 
strive to pay competitively and sensibly based on indvidual and Company performance. We also 
believe that compensation is not the exclusive means to attract and retain highly qualified executfve 
officers. 

The primary otqectives of our executive compensation program are to: 

• Attract and retain highly qualified executive officers and motivate them to deliver a high level of 
performance consistently In the Industries and markets in which we compete. 
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• Ali^ the economic interests of our executive officers with those of our shareholders by placing 
a substantial portion of pay at risk through performance goals that, if achieved, are exp^ed to 
increase ttrial shareholder return and contribute to the long-term health of the Compaiy. 

• Reward performance that emphasizes teamwork and dose collstroration among executive 
officers, supports Company growth by leveratgirrg etkerprise capabVities, rtives effidendes 
and integrates products and services for the benefit of customers and o^er stakeholders. 

• Reward performance that supports the Company's values by promoting and instiling a culbjrs 
of kitegrity, business ethics, customer and provider service, community service and diversity. 

• Reward performance that furthers our mission to he^ people live healthier Ives. 

• Foster an entrepreneurial spirit that reflects innovative thinking and action, and effective and 
accountable management to maximize shareholder value and leverage the Ingenuity of our 
employees. 

CompanufUon Program Principles 

Our Compensation Committee uses the fdlowing principles to implement our compensation 
phlosophy and realze our executive compensation program objectives; 

1 . Pay lor perfomtance. A substantial portion of the total compensation d our named execuflve 
officers is composed of annual and long-term incentive payments that are earned upon 
achievement of financial and non-finandal outcomes ttrat either influence or produce 
shareholder value creation. 

2. Enhancing long-term health of the business. We base annual cash irx»ntlves on achievement 
of goals and objectives that reflect a balanced mix of quantitative and qualitative performance 
measures to avoid excessive weight on a single pertomiance measure. We beHave IMs 
balanced mix encourages named executive officers to weigh the longer-term heaRh of the 
Company while avoiding excessive risk-taking in the short-temi. 

3. Reward tong-tenn growth and sustained profitab^. Compensation of our named executive 
officers is heavily weighted toward equity and cash awards that are earned upon achievement 
of long-term goals. These awards encourage our named executive officers to deliver 
continusd growth over an extended period of time and aid us in the retention of executive 
officers who are vital to our long-temr success. The equity awards, coupled with executive 
stock ownership guidelines, further assure the alignment of interests between our named 
executive officers and our shareholders. 

4. Modest benetits and limiMpeniuisites. We provide standard employee bonehls and very 
limited perquisites or other forms of compensation to our named executive officers. We beleve 
tiat the financial opportunities provided to our named executive officers through our 
compensafkxi program minimize the need for extra benefits or perquisites arxl that the absence 
of such benefits or perquisites does not impact our abiBty to attract and retain such executivss. 

Determination of Total Compenaatkm 

The Compensabon Committee's Use of an Independent Compensation Consultant 

The Conqjensafian Committee's practics has been to retain independent compensation 
consultant to advise the Compensation Committee on executive and director compensatkin m^ers, 
assess total compensation program levels and program elements for executive officers and evaluate 
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competitive compensation trerate. From mid-2006 through 2008, the Compensation Committee 
retained Semler Brossy Consulthig Group, LLC (“Semler Brossy^ as its compensation consultant. 
Semler Brossy took directions from, and reported directly to, the Compensation Committee and did not 
perform any work for management except at Ite Erection of the Compensation Committee. In 
February 2009, the Compensation Committee retained Towers Perrin to act as its compensation 
consiHtant Prior to retaining Towers Perrin, the Compensation Committee considered prior 
relationships that Towers Perrin had with the Company and the health benefits consulUng services that 
Towers Perrin provides to certain customers of the Company. The Compensation Committee 
conchjded that Towers Perrin is an Independent compensation consultant under the Board of Directors' 
recerkly enacted policy regarding the use of an Independent compensation consultant. 

In 2009, the Board of Directors adopted a policy formalizing the Compensation Committee’s 
practics of using an independent compensation consultant. The policy provides that If the 
Compensation Committee does not use an independent consultant, the Company wW disclose the 
consultant's lack of independence in its proxy statement and dsdose by appropriate category the 
aggregate payments made to the consultant. The consultant will not be considered independent if it or 
any member of its affiliated group is paid by the Company or its affiliates for any services or products 
ncH providad at the direction and under the supervision of the Compensation Committee in an amount 
that exceeds 2% the dilated group's consotidatsd gross revenues. In addition, the consultant wW 
not be deemed Independent if the indivjduals providing sendees to the Compensation Committee 
provide any sendees or products to the Comity, Its affiliates or management that are not provided at 
the dkection and under the supen/ision of the Compensation Committee. 

Con^JeHUvo Positioning 

The Compensation Committee determines the overal compensation for the named executive officers 
based on its own evaluation, including intemal pay equity consideralions, tenure and performance of 
various executive officers, input from its indeperxlent consultant aixi betxAmaik data. The Compensation 
Commiliss befisves that total compensation for named executive officers should be heavily weighted 
toward long-term performance-based compensation, but it does not target a specific mix of compensation 
between annual and iong-tsrm oompensalion or between equity and cash oompensalion. In 2006, long- 
term (cash and equity) compensation represented approximate 70% of the total mix of base saltuy> 
annual arxl Icng-term compensation granted to named executive officers other than the CEO because our 
CTO did not receive any equity awards in 2008. 

in general, the Compensation Committee’s goal Is to achieve total compensation lor each named 
executivs officer, as well as all executive offktars as a group, that fails within a range of 50-75% of 
benchmark data if paid at target In 2008, the Compensation Committee discontinued its prevkxis 
practice of reviewing Individual components of compensation against benchmark data because It felt 
this approach placed undue emphasis on the indhrldual elements of compensation instead of its 
desir^ focus on the competitive positioning of total compensation. 

In 2007, the Compensation Committee, with the advice of its indeperxient compensation 
constatant, established the peer group below. In addition to reviewmg data from peer ^oup cotry>anies 
when considaring annual cash incentive awards for 2006, kxig-tenn cash incentive awards for the 
2006-2008 performance period and equity awards mads in February 2009, the Compensation 
CommitiBa also considered general industry data maintained by Towers Penin, which includes 
approximately 800 companies, as wall as a subset of the companies inckided in the general indusfiy 
data, with revenues In excess of $50 bllion. 
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The Compensation Committee reviewed the general imkistty data becai^ it contains more 
companies aid is more robust than the peer group and allows for ac^ustments to ensure comparability 
based on ^za or scope. For example, the Compensation Committee believes that the data derived 
from the peer group con^anies does not contaki comparable roles for two of the Company's executive 
officers. In 2009, the Compensation CommiMe intends to conduct a best practices review of our peer 
group. The peer group companies are: 

3M Company 
Abbott Laboratories 
Aetna Inc. 

American Express Company 
Amgen Itx;. 

Anheuser-Busch Companies, Inc.* 

Boeing Company 
Caterpillar Inc. 

CI^M Corporation 
Coventry Health Cara, Ina 
Dow Chemical Company 
DuPont (El) De Nemours 
Humana Inc. 

Johnson & Johnson 

Companies highlightsd in italics are the five largest publicly traded managed care companies with 
wMch we compete. The Company does not feel, however, that it Is appropriate to benchmark Its 
compensation practices only against other managed care companies because we are larger, more 
com^x and more diverse than those companies, and we compete for talent and capital with other 
successfiri large companies without regard to industry. Companies marked with an asterisk were 
acquired during 2008. 

Rota of Management and CEO in Determining Executive Compensation 

While the Compensation Committee has the responsibility to approve arxl monitor all 
compensation for our named executive officers, management plays an important role in determining 
execurive compensation. At the Compensation Committee’s requesL management recommends 
appropriate enterprise-wide financial and non-finarKial performance goals. Management works with the 
Compensation C^mittee to establish the agenda and prepare meeting information for each 
Compensation Committee meeting. Our CEO assists the Compensation Committee by providing his 
evaluation of the performance of the named executive officers who report directly to him and 
recommends compensation levels for such named executive officers. Our CEO does not, however, 
make recommendations regarding or participate in the determination of his own compensation. 

Use of Taffy Sheets and Wealth Accumulation Analysis 

Whan making compensation decisions, the Compensation Committee reviews tally sheet 
information for each of our named axecutiva officers. These taVy sheets are prepared by management 
and quantify riie elements of each named executive officer's total compensation, tndurflng base salary, 
annual cash Incentive awards and long-term cash incentive awards, stock ownersMp levels, value of 
benefits provided, 401 (k) and deferred compensation balances and ttiree-year t^kxted compensation 
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on Form W-2. The tally sheets also indude a summary of at equity awards previously granted to each 
named executive officer, the gain realized from past vesting or exercise of equity awards and the 
prelected vaiue of accumitiated equity awards based upon various stock appreciation scenarios. This 
is done to more effectively analyze mx ortiy the amount of compensation each named executive officer 
has accumulated to date, but also to better understand the amount the named executive officer could 
accumulate In the fuhire. 

At the requed of the Compensation Committee, in September 20(A Semler Brossy performed a 
review to deterrrtine how targeted compensation awards for named executive officers compared to 
realized compensation during the period from 2005 through 2008. This anetiy^s showed that the then 
current intrinsic value of those awards were well below their original targeted value, demonstrathg 
alignment with sharehoiders £^en the performance of the Company’s stock during Ihis period. 

Ehmmta of our Compensation Program 
Overview 


The compensation program tor our named executive officers consists of the toWowing alemants: 


Comp«isation Eiement 



Base salary 

To provide a minimum, fixed level of 
cash compensation for the named 
executive officers 

Annual cash compensation, 
not at risk 

Amual cash incentive awards 

To encourage and reward named 
executive officers for achieving 
annual corporate performance goals 

At risk, amual pmformarxre 
comfwnsation 

Long-term cash incentive 
awards 

To encourage and reward named 
executive officers for achieving three 
year corporate performance goals 

At risk, long-term 
petfomiance ctxnpensaUon 

Equity awards 

To retain named executive officers 
and align their interests with 
shareholders 

At risk, long-tstm 
performance compensation 

Employee benefits 

To promote health, wal-being and 
financial security of employees, 
ItKluding named executive officers 

Annual indirect 
crxnpensatfon, not at risk 


Aimtal CXrmpeneation 
Base Salary 

The Compensation Crxnmittee generally determines base salary levels tor our named executive 
officets early in the fiscal year, with changes becoming effective during the first cjuarter of the fiscal 
year. In 2008, the Compensation Committee approved increases to the base salves of each of our 
named executive officers, other than Mr. Hemsiey, to $700,000 annually, based upon ttie 
recommendation of our CEO. Our CEO believed that internal base pay parity was important to 
reittiorce the importance of executive teamwork and success among all of the Conqtany's business 
lines to meeting the goals set forth in the Comparty’s 2008 strategic business plan. The Compensation 
Committee did not increase Mr. Hemsley's salary in 2008 ($1 .300,000). 
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Annual Cash Incentiva Awards 

Annual cash kicentive awards are paid if our Company meets or exceeds annual performance 
goals as determined by the Compensation Committee for that year. These awards are considered 
quaMed performance-based compensation under Section 162(m) of the Internal Revenue Code 
(“Section I62(m)"). Under the Compan/s 2008 Executive Incentive Plan, the material terms of which 
were approved by the Compan/s shareholders In 2008, the maximum p<Men8al annual bonus pool is 
equal to 2% of net income. For each participating named executive offirar, the Compensation 
Committee established a maximum potential annual cash itK»ntive award thtd was expressed as a 
percerrtage of the bonus pool and. under the terms of the 2008 ExecuBve Incentive Plan, could not 
exceed 25% of the annual bonus pool. The actual annual cash incentive award for each named 
executive officer for 2008 was less than such percentage of the bonus pool established by the 
Compensation Committee, and was determined based on the performance criteria and target 
performance goals described below. This approach was designed to estabHsh each named executive 
officer's arwiual cash incentiva award in a manner ffiat complied with the performance-based 
cotT^tensalion requirements of Section 162(m), while preserving the CotiipensaSon Committee’s 
flexibility to determine the actual annual cash incentive award for each named executive officer up to 
the maximum amount under the Compan/s 2008 Executive Incentfve Plan. In February 2008, the 
Compensation Committee approved performarK:e criteria and target performance goals to pay out an 
annual cash Incentive award. These performatxsa measures are based on enterprisa wide measures 
because the Compensation Committee believes that the named executivs rrilicera share the 
responsibility to support the goals atxf performarx^ of the Company as key members of the 
Compan/s leader^p team. The following table sets forth these perfomianM measures, as weM as the 
actu^ p^ormance in each of those categories; 


2006 

Pyfotmafice 

MeMimi 

Wefoht 

T!yeeh<Md 

PailofiiiMtc# 

MaxfnMim 

Paftonwanca 

Actual 2006 
PdfCKIWMICC 

Revenue 

1/3 

$74.7 bffiion 

$83.0 bWlon 

$87.2 biMon 

$ 81 . 2 biaion 

Operating 

Income 

1/3 

$7,695 billion 

$8,550 billion 

$8,978 billion 

$6,346 bilion 

Cash Row 


$6.3 billion 

$7.0 billion 

$7.4 billon 

$4.8 bilion 

Customer and 
Physician 

Satisfaction 


Establish enterprise- 
wide baseline of 
performance in 2007 

2% above 
baseUna 

4% above 
baselne 

1% above 
baseline 

Bnployee 

En^ement 

t/3 

Establish enterprise- 
wide baseline of 
performance in 2007 

2% above 
baseline 

4% above 
baseline 

4% above 
baselne 

Employee 

Teamwork 


EstaUish enterprise- 
wide baseline of 
performance in 2007 

2% above 
baseline 

4% above 
baselne 

1% above 
baseline 
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Consistent with the terms of the 2(X)8 Executtve IncenMve Plan, the following aryustments to the 
Company's 2008 Operating Income and Cash Row were made to exclude gains and losses relating to 
extraordinary, unusual or nonrecurring items: 

• Operating income was positively adjusted for pre-tax operating costs related to: 

• settlement of class rattion litigation related to reimbursement for out-of-network medical 
senrices ($350M}; 

• settlement of two class action lawsuits and related legal costs ($882M); and 

• employee severance related to operating cost reduction initiatives wd ctther items ($46M). 

• Operating Income was negatively adjusted for pre-tax operating costs related to: 

• insurance recoveries and legal fees related to various matters ($10M); and 

• proceeds from the sale of certam assets and membership in the incttvidual Medicare 
Advantage business in Nevada ($1 85M). 

• Cash Flow was posttively adjusted for net cash payments retated to settlement of two class 

action lawsuits related to the Company’s histori^ stock option practices ($600M). 

In determiring the actual amount of annual cash incentive compensatton to be awarded to eatti 
named executive officer, the Compensation Committae considers overall Company performance 
against all approved goals as set forth in the table above, as wel as performarice by each indMchral, 
and retafeis (Oration to pay an annual incentive award that is higher or lower based on this 
consideration. The Compensation Committes also has discretion to consider other factors, such as 
regulatoiy compliance, reputation advancement, brarxl identity and public and social responsibility, in 
detemnining annual cash Incentive awards. 

In approving the performance measures for annual cash Incentive awards In 2008 set forth In the 
table above, the Compensation Committsa sought to broadly align the compensation of our named 
executive officers to key elements of the Company's 2008 strategic business plan, which was 
developed in late 2007. Development of the Company's 2008 strategic business plan was a robust 
process that involved input from all of the Company's business units and was reviewed with the 
Compan/s Board of Directors in the fourth quarter of 2007. 

The financial performance measures set forth In the table above represented meaningful growth in 
revenues, operating earnings and operating cash flow at the target performance level. These financial 
performarKe measures at target were consistent with the 2008 finandai outlook presented in 
December 2007 at the Company's annual Investor Confererxte. The non-finandal performarKe 
measures were intended to Irtcent named executive officers to take actions necessary (and irKur 
associated coste) to achieve improvements in customer and provider satisfaction and to encourage 
employee behaviors that contribute to the overall success of the enterprise. These measures were 
viewed to be important to obtaining longer-term financial successes that might not be immediately 
reflected in annual financial results. 

The Compensation Committee befleves that the breadth of financial and non-financial 
performance measures for the 2008 annual cash incentive award set forth in the table motivate ttie 
named executiva officers to acttteve results that should create value for our shareholdeis on both a 
short- and long-term basis. The breadth of financial and norvfinaiKial performarKe measures also 
senres to miflgate the possibility that named executive officers will take excessive risks to acNeve their 
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maximum annual bonus. At the be^nning ot 2008, the Company believed it was unilkely that the 
enterprise-wide revenue, operating income and cash flow g^s for 2008 cotM be miMeved without 
substantial performance on a broad range of material initiatives contained In the 2008 strategic 
business pta that were designed to drive growth, Improve sendee, reduce medical costs wNie 
improving outcomes, arvf lower operating costs throu^ increased producthrity. These material 
initiatives included the following: 

• significant growttt in Medicare and Part D enrollment; 

• expansion of MetHcald markets and programs; 

• decreased year-over-year decline in commercial risk-based enrollment; 

• the roll-out and expansion of new commercial prcxiucts Including EDGE, Total Choice and Vital 
Measures; 

• revitalization of the commercial broker (fistributlon channel; 

• expansion of the provider Premium Designation program to increase the transparency, 
improve the quality and reduce the cost of health care for fully insured and self-funded 
customers; 

• re-launch of a consumer health portal and the expansion of private health portals in 
OptumHealth; 

• reduced operating cost ratio; and 

• completion of the Sierra Health Senrices acquisition. 

Because management did not fuHy realize its plans with respect to enroSment growth, medical cost 
ratios arxl reduced operating cost ratios, 2008 revenues were between the threshold and target levels 
of performance and 2008 operating income and cash flow did not achieve the thr^hoid level of 
performance. 

Determination of 2008 Annual Cash Incentive Award Amounts 

At the beginning of each year, the Compensation Committee approves an "annual incentive target 
percentage* for each named executive officer as a percentage of the named executive officer's base 
salary. The maximum cash irK»ntive award that emh named executive officer may earn is equal to two 
times the applicable annual Incentive target percentage. The amount of the annual cash incentive 
award to be paid to each named executive officer in a particular fiscal year is approved by the 
Compensation Committee in the first quarter of the following fiscal year. 

The annual Incentive target percentages for annual cash incentive awards to our named executive 
officers and the actual 2008 annual cash incentive award paid are set forth in the table below: 


Annual Cash Ineantiva Awards 

Name 


■wqS|||H 


Actutf 
Award Paid 

(*» 

Paid Award 
(%ofTar9at) 

S. Hemsiey 

125% 

1,625,000 

3,250,000 

1,218,750 

75% 

Q. MIkan 

100% 

700,000 

1,400.000 


200% 

A. Welters 

100% 

700,000 

1,400,000 

525,000 

75% 

D. Wichmarm 

100% 

700,000 

1,400,000 

525,000 

75% 
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The Compensation Committee believes that it was Important to provide the same target 
opporturaty to an rrt the named executive oflicers. other than Mr. Hemsley, to increase collaboration 
and teamwork across the enterprise, to recognize the skMs and versatility of each of the named 
executive officers and to reflect internal parity of contributions, in recognition of his leadership role as 
Chief Executtva Officer, Mr. Hemsiey's annual Incentive target percentage was approved at 125% of 
base salary. 

The Company's 2008 Executive Irx^entivs Plan requires an executiva officer to be employed with 
the Company on the date that awards are paid in order to receive a paymertt of the award. As a result, 
because of the timing of Mr. Strickland's departure in mid-Januaty 2009 to accept a senior level 
position in ttie U.S. Department of Interior, he was Ineligible to receive an annual cash incentive award. 
The factors considered by the Ccxnpensation Committee in determining the 2008 annual cash 
incentive award amounts are discussed under ‘Rationaie for Individual Incentive Compensation 
Decisions* below. 


Long-Term Incentive Contpensation 

The long-term cash Incentiva program, together with equity awards, represents the largest portion 
of named executive officer compensation. This combination of long-term incentivas provides a 
compelling performance-based compensation opportunity, aids in aligning and retaining the senior 
management team and acceleratss the leveraging of business unit capabilities across the enterprise. 

Long-Term Cash Incentive Awards 

The long-term cash incentive awards program creates a strong financial incentiva for achieving or 
exceeding three-year financial goals for the enterprise. These awards are considered qualifiad 
performance-based compensation under Section I62(m) of the Internal Revenue Coda. Long-term 
cash incentive awards for the 2006-2008 performance period are paid under the Company's 2002 
Executive Incentive Plan, the material terms of which were approved by the Compan/s shareholders 
in 2002. The maximum potential long-term cash Irxtentive award for any participant is equal to 1 % of 
the Company's eamirtgs for the performance period. The actual long-term cash incentive award for 
each named executive officer for the 2006-2008 performarwe perkxl was less than such percentage of 
the Company's earnings for the performance period and was detennined based on the long-term 
incentive plan metrics described below. This approach was designed to establish each named 
executive officer's long-term cash incentive award in a manner that complied wHh the performance- 
based compensation requirements of Section 162(m), while preserving the Ccxnpensation Committee's 
fiextelity to determine the actual long-term cash incentive award tor each named executive officer up to 
the maximum amount under the Company's 2002 Executive Incentive Plan. 

Historically, the Compensation Committee used EPS as the sole long-term incentive plan metric 
for awards under the long-term incentive program, as sustained earnings growth over a longer period 
should contttxite to our market valuation and have a favorable impact on the future appreciation of our 
stock. Beginning in 2007, the Compensation Committee added average ROE as a second long-term 
cash incentive plan metric for awards for the three-year performance period beginnng that year. The 
Compensation Commiltee believes the combination of these two metrics correlates closely to the 
creation of shareholder value over the long-term and measures matragemertt's effectiveness at 
reinvesttng capital. Each perfomrance metric is based on achievement of the Corittrany's kmg-tetm 
strategic business plan and is not targeted to performance by the Company's peer group companies. 
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The Company did not reaoQust perfomtance measures for op«i performance periods to include an 
ROE component (including the 2006-2008 perfonnance period) due to implications related to treatment 
as quaWied performance-based conyrensation under Section 162(m). 

The long-term cash incentive award for the 2006-2008 performance period was granted under the 
Conytany's 2002 Executive Incentive Plan. The folowing table shows the performance measure and 
targets for the 2006-2008 long-term cash incentive award, approved by the Compensation Committee 
in January 2006, as weH as the actual performance achieved: 


Performanca Maaaure 

Thieahoki Pefformanoe 

Maxintufn Pwformaitca 

Actual Perfonnanee 
2006-2008 

Cumulative EPS 

$8.57 

$10.08 

$9.42 


The first-year component of the cumulative three-year EPS required for maximum performance 
was based on the Company's business pian and external outlook for 2006. The annual ta^ts used to 
build up to the cumulative three-year EPS required for maximum performance corresponded to a 
compound annual growth rate of t S.7% over the three-year period. This growth rate was consistent 
with the Company's ttien stated goal of achieving 15% long-term earnings growth. In approving the 
target, the Company was of the view that achieving performance at tiose levels would require 
significant revenue ^owth, effective mertical and operating cost management and effterent use of 
capital. A threshold cumulativa EPS requirement was approved at 85% of the three-year $10.08 target 
(which equaled $8.57). 

Consistent wW) the terms of the 2002 Executive Incentive Plan, the Compensation Committee 
approved the following adjustments to the Company's reported EPS for the impact of changes in 
accounting principles, extraordinary items and unusual or non-recurring losses; 

• in 2008, reported EPS was increased by a net amount of $0.55 to exclude pre-tax operating 
costs of $1 .28 billion relaiing to the settlement of class-action lawsuits and related legal costs 
and eiiHJioyee severance related to operating cost reduction initiatives and other items, and to 
exclude a $195 mlMon relating to the reduction in operating costs for the proceeds from the 
sale of assets cmd membership in the individual Merficare Advantage business in Nevada and 
krsurarKe recoveries and legal fees related to variotjs matters; and 

• in 2007, reported EPS was Increased by $0.06 to exclude expenses related to the Company’s 
correctiva actions under Section 409A of the Internal Revenue Code (‘Section AOSA”). 

Actual results for the 2006-2008 perfotmarKe period were above the EPS threshold, but below the 
maximum cumulalive EPS requirement. The Company had strong EPS growth in 2006 and 2007, with 
a compound annual growth rats of 23%, as adjusted. However, EPS declined in 2008 due to a number 
of factors, Indudkig the factors discussed under *Annu^ Cash Incentive Awards’ above and the 
chaHenging economic environment, resulting in a three-year average trompound annual growth rate of 
8.5%, as adjusted. 

DetmrnhaUon ofLong-Teim Cash Incentive Awards 

The long-term incentiva target percentage for each named executive officer was approved at 50% 
of average base salary over the three-year Incentive period. The maximum iwig-tenn cash incwtivs 
award that may be earned by a named executive officer Is e<^ to two times the long-term incentive 
target percent^. 


30 


UHG_DP_000034 


Confidential Proprietary Business Information 
UnitedHealth Group 

Produced Pursuant to House Confidentiality Rules 












459 


The amount oi the long-tenn cash incentive award to be paid to the named executive officers is 
approved by the Compensation Committee in ttie first quarter of the fiscat year fotfowring the three-year 
performance period. The Compensation Committee may exercise discretion with respect to ttia ansount 
of the long-term cash incentive which is payable, for either threshold or maximun linandal 
performance results. 

Long-Term Cash Incentive Awards — 2008 

The tong-term incentive target percentages for kmg-term cash incentive awards to our named 
execiAive crfficers and the actual long-term cash irxtentive awards paid based on 2006-2008 EPS 
results and the exercise of Compensation Committee discretion are set forth In the table below; 


LonQ-Term Caah tnc«ntlv« Award 

Name 

TarsN^ 

Percentaoe 

EkMMSidary) 

Taroal Award 
Value 
(«) 

Maxlmimi 
Award Value 

(») 

/tetuei 
Award Paid 
(*) 

Paid Award 
<% of Target AwarcQ 

S. Hemsiey 

50% 

603,269 

1,206,538 

603,269 

100% 

Q. Mikan 

50% 

276,705 

553,410 

350,000 

126% 

A. Welters 

50% 

293,750 

587,500 

350,000 

119% 

D. Wichmann 

50% 

311,292 

622,584 

350,000 

112% 


Mr. Mikan became a participant in the long-term cash irv^entlve program in May 2006 in 
connection wiSt his assumption of enterprise-wide responsibilities and, as a result, the target value of 
his long-term cash irKentive award was prorated. 

The factors considered by the Compensation Committee in the exercise of its discretion in the 
approval of the 2006-2008 lorig-tenn cash incentive award amounts are discussed under “Rationale for 
Inctvidual Incentive Compensation Decisions* below. As discussed In “Determination of 2006 Anttual 
Cash Incentive Award Amounts' above, due to the ttming of Mr. Strickland's departure, he was 
Ineligible to receive a long-term cash Irx^ntive award. 

Equity Awards 

Awards of equity-based compensation to our named executive officers complement long-term 
cash incentives arxl serve the purposes described above urxler “Long-Tenn Ca^ Incentive Awards.* 

In addition, equity-based awards encourage a strong equity stake in our Company and align the 
interests of named executive officers and our shareholders. AH outstanding equity-based compensation 
awards to the named executive officers have been awarded under one of three equity-based 
compensation plans. The most recent equity-based compensation plan, the 2002 Strxk Incertfve Plan, 
is the source d current awards. 

While the Compensation Committee historically has emphasized stock options and/or stock- 
settled stock appreciation rights (‘SAR’), it has begun using other forms of equity-based grants as 
general trends In equity-based compensation change. The Compensation Committee determined that 
equity-based compensation for 2008 should induda both SAR grants and restricted stock unit fRSlT) 
grants to achieve better balance, effectiveness and decreased leverage of equity-based compensation. 
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SAR grants were selected because they have a similar accounting treatment to stock options and 
result in a smaller number of shares being issued from our 2002 Stock Incentive Plan. This extends the 
life of the authorized pool of shares under Vie 2002 Stock Incentive Plan Viat are available tor future 
equity awards. RSU grants were selected because they are full value shares with time vesting and, as 
such, provide added retention vstiue. In February 2009, the Compensation Committee decided to 
include awards of performance-based restricted stock units (*performance shares') as a component of 
the total compensation awarded to named executive officers. The Compensation Committee believes 
that the use of perfomiance shares further strengthens the pay-for-performarxie alignment of the 
Company's compensation program. The Compensation Committee’s decision to grant performarx^ 
shares was informed, in part, by discussions held between the Company and certain of its 
shareholders regarding the merits of performance shares in a pay-for-performance executive 
cotryiensatton program. The number of peifoimarx» shares that each named executive officer will 
receive will be determined at the end of a three-year performance period and wM be dependent upon 
the achievement of average EPS growth percentages and average ROE performance metitcs 
^iproved by the Compensation Committee. 

The Compensation Committee approves aH equity awards, including those made to our named 
executive officers. SAR awards are made with an exercise price equal to or greater than fair market 
value on the date of grant, and typically have a term of ten years with 25% of the award ve^ng on 
each of the first four anniversari^ of the date of grant. RSU awards are valued at the fair market value 
on the date of grant, and typicatiy vest 25% annuaHy on each of the first four anniversarii» of the date 
of grant. The Company does not pay dividend equivalents on RSUs granted to employees. 

Equity Awan^ — 2008 

Stephen J. Hemsiev . In light of the value of equity awards previously granted to Mr. Hemsiey, and 
with the agreement of Mr. Hemsiey, the Compensation Committee did not grant any equity-based 
awards to him in 2008. 

Other Named Executive Officers . In June 2006, the Compensation Committee granted a mix of 
equity-based compensation awards to each of the Company’s other named executive officers with a 
FAS 123R value at the time of grant of approximately $3 million sat forth in the table below. The mix cf 
squity-bassd compensalkxi to be awarded to each executive officer was determined upon individual 
circumstances. 


Name 

SARe 

RSUa 

G. Mikan 

60% 

40% 

A. Welters 

25% 

75% 

D. Wichmann 

60% 

40% 

T. Str'icklarxi 

60% 

40% 


For further information regarding equity award grants in 2008, see ’2008 Grants of Plan-Based 
Awards* bekm. 

Thomas L. Strickland . In addition to the equity compensation granted to Mr. Strickisnd in June 
2008, the Compensation Committee also granted Mr. Strickland an award of 65,000 shares of 
restricted stock in February of 2008 in light of strong perfomnance as discussed in more detail below. 
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Equity Award Practices 

Tha Compensation Committee's equity award policy is designed to lacilitate the establishment of 
appropriate processes, procedures and axitrois in connection with tha administration ot equity-based 
incentive plans. The Compensation Committee’s equity award policy requires that aH grants erf equity 
awards be made at set times and at the sola discretion of the Compensation Committee. The 
Compensation Committee does not delegate authority to management to grant equity awards. As a 
resirft. we do not have a specific program, plan or practice to time equity compensation awards to 
named executive officers In coor^nation with our release of material information. 

Since 2002, the Company has decreased the aggregate number of shares subject to equity 
awards made on an annual basis as a percentage of shares outstanding at year end. The aggregate 
number of shares subject to equity awards made in 2008 was less than 2% of the Company's shares 
outdancing at the end of 2008. 

For grants in 2009, the Company rdnstated provisions providing for continued vesting and 
exercise of ecjuity awards after employee retirement for five years, subject to certain concitions. For 
this provision, retirement is generdly defined as the attainment of age 55 or older with at least 1 0 
continuous years of service wWi the Company. The Compensation Committee elected to provide such 
continued vesting and exercisability because such provisions are a cxxnmon market praetkw and our 
other retirement benefits are limited to the Company’s 401 (k) Plan and non-qualified deferred 
cxxnpensatkxr plans. 

Rationale for Irvtvidual Incentive Compensation Decisions 

Stephen J. Hemsiey . Mr. Hemsle/s 2008 annual and 2006-2008 kxig-term cash incentiva awards 
were determined by the Compensation Ccxnmittee after considering the results of a performance 
evaluation ccmductsd by Ihe Compensation Ccxnmittee. The anxxjnt of these awards was based on: 

• Achievement of some, but not al, of the additional perfcxmance measures for tha 2008 annual 
cash incentiva award, and three-year EPS performance that was between the threshold and 
maximum level payouts; 

• Achievement of certain operatkxial and finatKiial goals arxl objectives of the Ccxnpany in the 
face of chalenging circuenstarKes; 

• Leadership in filling key positions In key corporate areas and obtaining positive results for the 
Ccxnpany using the new team of employees; 

• Leadership in positively enhancing the Ccxopan/s culture, including furthering a strong 
governance culture and encouraging corporate social responsibility initiatives; 

• General recognition fex strong and effective leadership, including; 

o In January 2008, Institutional Investor magazine named Mr. Hemsiey as one of the top 
CEOs in America and the Number 1 CEO in Managed Care; 

0 Institutional Investor magazine ranked the Company’s corporate governance practices as 
Number 5 of al large to mega-cap ccxnpanies in the United States in AprI 20(n; and 

0 Fortune magazine’s recognition of the Company in 2008 as being the most innovattve 
health care company for the third year kt a row; 
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• An internal pay analysis of Mr. Hemsiey's cash incentive corrpensation to cash incentive 
compensation awarded to other executive officers £fl the Corr^any, which the Compensation 
Committee believes is appropriate because the senior leadersNp team, inchicing the CEO, Is 
most responsible for the Cornpany's performance; and 

• An external pay analysis and convarison of Mr. Hemsiey's compensation to certain of the 
executive officers at the Compands con^etitors. 

Based on Mr. Hemsiey's performance evaluation and the competitiva positioning of Mr. Hemsiey's 
overall compensation for 2008, the Compensation Committee proposed to increase the amount of ttie 
2008 annual and 2006-2008 long-term cash Incentive awards paid to Mr. Hemsiey above the payout at 
the performance levels that the Corr^iany met. Mr. Hemsiey, however, voluntaiily declined such 
proposed increase due to the challenges the Company faced In 2008 and the challenging economic 
circumstances facing the Company in 2009. 

George L. Mikan III. Mr. Mikan's 2008 annual and 2006-2008 long-term cash incentive awards 
were determined by the Compensation Committee after considering recomrrwndations made by and a 
performance evaluation cortchicted by Mr. Hemsiey. Although certain performance measures for the 
^)08 annual cash incentive award were not met, the Compensation Committee awarded Mr. Mikan an 
annual cash irx;entive payment and long-term cash incentive award at a higher percentage of target 
than the awarr^ made to other named executive officers. These awards were based on a number of 
f«:tors. Including the following: 

• Unparalleled and widely recognized management of ttte Company's investment portfolio at a 
time of great market stress In 2008, resulting in a net unrealized loss of approximately 
two-tendts of t% of the portfolio at December 31, 2008; 

• Mr. Mikan's skill and leadership abilities, including his ability to take on additional enterprise- 
twide responsibilities and perform well; 

• Achieverrtent of some, but not al of the additional peifotmarx:e measures for the 2008 annual 
cash incentivs award and tfiree-year EPS perfomtance that vras between the target and 
maximum level payouts; 

• Achievement certain operational and financiai goals artd objectives of the Company in ttto 
lace of chaVenging circumstances; 

• Efforts and emphasis on enterprise-wide ethical values and leadership by example in 
community senrice kiitiativss; and 

• An Internal pay analysis and comparison of the cash bicentlve compensation of the named 
executive officers to each other and to certain of the other most senior managers at the 
Company. The Compensation Committee believes an internal pay analysis is appropriate 
because the executive officers, including the named executive olficsrs, are most responsible 
for the Company's financial results. 

David S. Wlchmann and Anthony Welters . The 2008 atviual and 2006-2008 longtemr cash 
incentive awards for Messrs. Wlchmann and Welters were determined by the Convensalion 
Committee after crmsiderlng recommendations made by and performance evaluations conducted by 
Mr. Hemsiey. These awards were based on a number erf factors, including ttie foRowbig; 

• Achievement of some, but not aH of the additional petfomnance measures lor ttre 2008 annual 
cash incentive award and three-year EPS performance that was between the target and 
maximum level payouts; 


34 


UHG_DP_000038 


Confidential Pr<^3f1etary Bittiness infbrmatiim 
UnitedHealth Group 

Produced Pursuant to House Confidentiality Rules 



463 


• Achievement of certain operationai and financiai goais and objectives of the Company in the 
face of chalienging cwcumstances; 

• The responsibilities of each named executive officer; 

• Cross enterprise teamwork and collaboration efforts of each named executive officer and 
emphasis on enterprise-wide ethical values; 

• The skW and leadership abilities of each narrved executive officer, Induding the abilily of each 
of them to take cm addtional enterprise-wide responsibilities and perform well; and 

• An internal pay analysis arxi comparison of the cash incentive compensation of the named 
executive officers to each other amd to certain of the other most senior managers at the 
Company. The Compensation Committee believes an internal pay analysis is appropriate 
because the executive officers, including the named executive crificers, are most responsible 
for the Company's financial resiits. 

Thomas L. Strickland . Subsequent to the end of the 2008 fiscal year, Mr. Strickland left the 
Company to accept a senior level position in the U.S. Department of the Interior. The Compensation 
Committse awan^ Mr. StriddarKt a bonus of $2 million because his departure date made him 
irteligibla to receive any awards under the terms of the Company's Executive Incentive Plan. The 
Compensation Committee further decided that the vesting of the SARs, RSIM and restricted stock 
previously granted to Mr. Strickland should be accelerated and the exerdse period of such SARs 
should be extertded due to Mr. Strickland's extraordinary senrice to the Company dtving 2008. 

The Compensation Committee considerad the circumstances under which Mr. Strickland johied 
the Company as wen as a nurrfoer of factors in determining these compensation awards. Including the 
following; 


• Mr. Strickland's leadership in reorganizing and rebuilding the Compan/s legal department, 
resulting in external recognition of the strength of the Company's corporate governance 
practices; 

• Mr. Strickland's leadership in filling key positions in the Company's legal department; 

• Mr. Strickland's leadership in modeling an appropriate commitment to ethical conduct and 
building a pro bono program across the Company; 

• Mr. Strickland's success in pursuing and responding to the Company's legal and regulatory 
challenges, inchidirrg the successful resolution of certain important matters; 

• An external pay analysis of Mr. Strickland's compensation; and 

• The implication of Mr. Strickland's departwe date precluding him from befog eligible to receive 
any cash focenthre awards earned in 2008 under the Executive Incentive Plan. 

The Compensation Committee did rxit make specific assessments of, quantify or otherwise assign 
relative wel^ts to the factors considered in reaching its decisions with resp^ to any of the named 
executive officers. See the *2008 Summary Compensation Table* and other related compensation 
tsUes below for details regarding 2008 total compensation. 
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Other CXHnpensatton 
Benefits 

Our named executive officefs are generally eligible to partictpate in our broad-based employee 
health, welfare and retirement benefit programs. These benefits Include a 401 (k) savirrgs plan, an 
employee stock purchase plan, ^ort- and long-term disability plans, term life Insurance coverage, 
medical, vision and dental plans, flexible spenckng accotmt plan and an onployee assistance plan. 

In addition to these benefits, our named executive officers are eligible to receive supplemental 
long-term disabiMy coverage equal to 60% of base salary (up to $420,000) aixl all of our named 
executivs officers, other than Mr. Hemsiey, are eligible to receive supplemental group term life 
insurance coverage of $2 million at Company expense. Named executive officers are also eligible to 
participate In our non-quaNfied Executive Savings Plan. See the “2008 Non-Qualfied Deferred 
Compensation* table b^ow for additional information regarrtng contrtttutions, earnings and 
distributions for each named executhra officer under the Executive Savings Plan. Our Exerxithre 
Savings Plan does nrtt provide for guaranteed or above-market Interest. 

As part of its continued forxis on the commuryty, the Company implemented an Executive Board 
Service Matching Program in March of 2008. This program is available to approximately 200 senior 
leaders of ttie Company, Including the named executive officers. This program provides for Company 
matching contributions to certain r^aritabte arxl nonprofit organizations up to a maxknum amount of 
$10,000 per (xganization. In order to receive the matching contribution, the employee must senre on 
the board of the charitable or nonprofit Institution atKf make a financial contribution erf an equal amount. 

Perquisites 

We do not believa that providing generous executive perquiaitss is either necessary to attract and 
retain executhra talent or consistent with our pay-for-parformanra philosophy. Therefore, we do not 
provide perrjuisitas such as executive physicals, company automobites, security services, private jet 
senrices, financial planning sanrices, club memberships, apartments, vacation homes or drivers for 
personal travel to our executive officers. Our corporate aircraft use policy prohibits personal use of 
corporate aircraft by any executive officer, Including our named executive crfficers. Because there is 
essentially no Incremental <x>st to the Company, however, the poicy does permit an executive crfficer's 
spouse to arxompany the exarxitive officer on a business flight on Company aircraft. 

Employment Agreements and Post-Emptoyment Payments and Benefits 

In 2006 and 2007, the Company entered into new employment agreements with each of our 
named executive officers, as described In greater detail in ‘Executive Employment Agreements.' None 
<rf these agreements provides for fixed minimum annual equity awards, fixed cash incentive awards or 
perquisites. The Compan/s policies related to post-employment payments and benefits do not provide 
for enhanced cash severance payments upon termination in connection rvifii a change-in-control or for 
excise tax gross up payments payable in connection with a rrfrange In control. The Company also does 
not have supplemental executive retiremant plan obligations for its named executive officers, other 
than Mr. Hemsiey. ki 2006, Mr. Hemsiey and the Company agreed to freeze his supplemental 
axerxiUve retfrement plan at $10.7 million. 

The employment agreements with our named executive officers provide for certain severance 
payments in connection with their tennination of employment under various circumstances, typically 
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termination by the Company without ‘^ause’ or in soma cases by the executive officer for a ‘good 
reason.’ See the “Executive Employment Agreements* and ‘Potential Payments Upon Termination or 
Change-in-ControT for addition^ information regarding potential severance payments that may be 
made to named executive officers. We have provided these post-employment payments and benefits 
and severance payment triggers because they have enabled us to obtain specific post-employment 
non-competition, non-solldtatlon and non-disclosure agreements with our executive officers that we 
befieve are of value to the Company and our shareholders. 

Our equity award agreements typically provide that the awards become fully vested and 
exercisable If fits executive officer's employment ends due to death or (fisabillty, or if a change in 
control of the Company occurs. We adopted acceleration of the vesting of equity awards upon a 
change in control in 1 994 to offer our executive officers greater protection in the context of a corporate 
restmcturing. Our equity award agreements also generally prov^ for continued vesting and 
exercisability during any period in which an executive offhtor receives severance and for continued 
exercisability of award for a limited period of time after termination of entoloyment for other reasons. 
In addition, certefin equity awards granted from 2002 to 2005 and in 2009 provide for continued vesting 
and exetcisabiWy for up to five years after retirement, subject to certain conditions. 

Other Conpensation Practices 
Executive Stock Ownership Guidelines 

The Compensafion Committee believes that requiring significant stock ownership by our named 
execufive officers further aligns their interests with those of long-teim shareholders. Under the stock 
ownership guidelines established In 2006, each named execufive officer must beneficially own a 
number of shares of the Compan/s common stock with a fair market value equal to or in excess of a 
specified mU^gle of file individuai's base salary within three years of adoption of the poNcy or an 
executive r^ficer's elecfion or appointment as an execufive officer for the first time, whichever is later, 
as follows: 

• fortheCEO, five times base salary; and 

• for other executive officers, two times base salary. 

Stock options and SARs do not count toward satisfaction of the ownership requirements under the 
guidelines, regardless of their vesting status. However, RSUs and restricted stock awards are counted 
toward the satisfacficn of the ownership requirements. The Compensation Committee peifodicaly 
reviews compliance with this requirement. As of the record date of this proxy statement, all of our 
named execufive officers meet the ownership requirements. 

Transactions In Company Securities 

In general, SEC rules prohibit uncovered short sales of shares of our common stock by our 
executive officers, including the named executive officers. Accordingly, our insider trading policy 
prohibits short sales of shares of our common stock by our execufive officers, including the named 
execufive officers, and dfocourages all employees from engaging in any hedging transacfions reiaUng 
to our common stock. The policy also requires alt employees to consult with our Office of the Chief 
Legal Officer if they intend to engage in any hedging transactions. In 2008, no executive officer 
consulted with the Office of the Chief Legal Officer regarding hedging transmiions. 
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Potenflal Impact on Compansalion trom Exocullve Miscoretoct 

If the Board of Directors determines that an executive officer has engaged In fraud or nfisconduct, 
the Board of Directors may take a range of actions to remedy the misconduct, prevent its recurrence 
and impose such disciplins as would be appropriate. Actions taken would vary depending on the facts 
and circumstarrces and may include, without Hmit (1) a termination of employment and (2) Initiafing 
legal action against the executive officer. In ^ition, with respect to approximately SO members tA 
senior management, if the fraud or misconduct causes, in whole or in part, a material restatement of 
fite Company's tinandal statements, action may include (a) seeking rehnbursement of the entire 
anount (A irrcentlve compensatton awarded to the executive officer, H the executive officer woifid 
have received a lower (or no) cash Incentive awards if calculated based on Vie restEtted financial 
results and (b) canceling aH oirtstancfing vested and unvested equtty awards subject to the clawback 
policy and requlrbig the executive officer to return to the Company aH gains trom equity awards 
realized during the twetve-month period following the filing of the incorrect financial statements. 

Accounting and Tax ConskleraBons 

Section I62(m) Imposes a $1 million limit on the amount that a company may annually deduct for 
compensaVon to its CEO and Its three other highest-paid executive rVficers employed at the end of the 
year, unless, among other things, the compensation is ‘performance-based,’ as defined in 
Sec^ 1^(m), and provided under a plan that has been approved by the shareholders. The 
CompensaVon Comnfittee se^ to structure most elements of our executtve compensaVon program to 
meet this exception. However, to maintain flexibHity to pronxHe varying coqxirate goals, we have not 
adopted a poli^ requiring all compensation to be deductible. In particular, stock options granted under 
the Company's 1998 Broad-Based Stock Incentive Plan (the ‘1998 Ptan*) and exercised by named 
execufive officers do not qualify as performance-based compensation, however no equity awards have 
been granted under the 1998 Plan since April 2002. Also, future exercises of stock options determinad 
to have an axerdsa price less than the ctoskig price of our common stock on the accounting 
measurement ctate as a result of the review of our historical stock option practices may not qualify as 
performance-based compensation under Section 162(m). In Hght of the Compan/s amendments to Hs 
compensaVon plans and actions related to certafii outstanding equity awards during 2007 and 2008, 
the Company believes that its executive compensation plans and agreements are in compliance with 
Section 409A. 

Compensation and Human Resources Committee Report 

The Compensation and Human Resources Committee has reviewed and discussed the above 
CompensaVon Discussion and Analysis with management. Based on the review and dtecussions, ttw 
Compensation and Human Resources Committee recommended to the Board of Directors that the 
Compensation Discussion and Analysis be included in the proxy statement and incorporated by 
reference into Vie Company's Annual Report on Form 10-K, as amended, for the year ended 
Oecwnber 31 , 2008. This report was provided by the folowing independent directors who comprise Vie 
CompensMon and Kkiman Resources Committee: 

Dot^s W. Laetherdale (Chair) 

Robert J. Darretta 
GaliR.WIIsnsky,Ph.D. 
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2008 Summary Compensation Table* 

The followkig table provides certsdn summary Information tor the fiscal years ended December 31 , 2008, 
2007 and 2006 relating to compensation paid to, or accaied by us on behalf of, our named executive 
officers. 




Stock 

OpdwYSAfl 

Nonequity 

InoanitvePlan 

Chartgeln 

PenatenVahie 

and 

WomOuaiBed 

Oetsned 

Coaipansatton 

EandnM 

mm 

AlOlhar 

ToM 

(*) 

' Year 

(S) 

mm 

mm 

mm 


SMphenJ.Ham8tey ..2006 1.300.000 





— (6) 1,622,019 

-(7) 

119.023 

3341.042 

PresidenlandCNef 2007 1,300,000 

— 

— 

8,134,691 

3.635,000 

— 

94.838 

13,164,529 

ExecuHveOffiew 2006 1,019,615 

— 

— 

11,290311 

2.675,000 

257,229 

106.873 

15,549.028 

George LMHsantH ..2006 692,115 


176.982 

2.774347 

1,750.000 

__ 

1.137,362 

6.531.406 

Exactiive Vice 2007 650,000 

— 

— 

3.224356 

1,282300 

— 

71,874 

5,228,132 

Presidant and Chief 2006 445,609 
RnarxM Officer 

— 

— 

2.123377 

746300 

— 

22.192 

3.339378 

Thornes LSUIcMand.. 2006 692.115 2.000.000(6)1.397,926 
Former BMCUtfve 

VicePreaiderVI 
and C^iM Legal 

Officer 

898,915 


■ 

27,852 

5,016,606 

Anthony Welters ....2006 692.115 



331,644 

2.438357 

675.000 


1.297.661 

5,635,177 

Executive Vice 2007 634.616 

Resident and 

Presidentof 

Pubic and Senior 

Maitels Group 



3,170,328 

1,282,000 


298.632 

5,385376 

David S. Wkhmann . . 2006 696,058 



176,962 

2,836323 

875.000 

, 

52,607 

4,636,870 

Executive Vice 2007 675,000 


— 

2,774.954 

1,282.000 

— 

38.601 

4,770,555 

President and 2006 496,693 

Preeidanlof 

UnitedHealth 

Group Operadona 



2.564,633 

1.061300 


32,350 

4,194,665 


* Please see 'Compensation Discussion and Analysis' above tor a description of our executive 

compensation program necessary to an underst^ing of the informalion disclosed in this table. Please 
see *Executive Employment Agreements' below for a description of the material temrs of each named 
executive tear's employment agreement. 
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( 1 ) Amounts reported include ttte following salary amounts cteferred by the named executive officers 
under our Executive Savings Plan: 


Nroie 

Stephen J. Hemsiey 
George L Mikan III . 
Thomas L Strickland 
Anthony Welters . . . 
David S. Wichmann . 


Ym 

AmouiH 

datamKi 

2008 

$64,200 

2008 

$27,727 

2008 

»!7,727 

2008 

$53,712 

2008 

$27,963 


(2) The actual value to be realized by a named executive officer related to stock options/SARs 
depends upon the appreciation in value of the Company's stock and the length of Ume the stock 
options/SARs are held. No value will be realized with respect to any stock option/SAR If the 
Company’s stock price does not increase following the award’s grant date. 

The amounts repotted hi this column are based on the dollar anrxjunt recognized for financial 
statement repoitbig purposes with respect to the Company’s fiscal years ended December 31 , 
2008, December 31 , 2007 and December 31, 2006 in accordance with FAS 123R, but 
dsreganSng 8ie estimate of forfeitures related to service-based vesting conditions, for the fair 
value of stod( options and SARs, as applicable, granted in 2008, as well as prior fiscal years 
(2004, 20<®, 2006 and 2007). These amounts reflect the Company’s accounting expense for 
ttiese awards, Including expenses relating to payments of cash to Messrs. Mikan arid Welters 
made in connection with increasing the exercise price of certain Company stock options in 2007, 
aixl do not correspond to the actual value that will be recognized by the named executive officers. 

For a descripSon of the assumptions used in computing the dollar amount recognized for financial 
^tement teporVng purposes, see 'Tfote 12 to Consoldatad Financial Statements* Induded In the 
Company's Annual Report on Form 10-K, as amended, for the fiscal year ended December 31, 
2008. TTtose assumptions also have been used in computing the dollar amount reco^ized for 
financial statement reporting purposes since fiscal 2003. 

See toe “2008 Grants of Ran-Based Awards’ table for information on SAR and stock awards 
made in 2008. 


(3) Amounts reported includa both annual axi long-term cash Incentivs awards to our named 
executive officers under our Executive IrKentive Ran. The annual incentive awards earned in 
2008 and paid in 2009, Including amounts deterred by the named executive officers, were the 
following: 



Yew 

ToM amount of 
annual eaah 
incentive award 

Amount of wHHMri 
eaahInoandM 
award deferred 

Stephen 3. Hemsiey 

2008 

$1,218,750 

$73,125 

Gewge L Mikan III 

2008 

$1,400,000 

$84,000 

Anthony Welters 

2008 

$ 525,000 

$31,500 

Datdd d Wichmann 

2008 

$ 525,000 

$31,500 
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The long-term cash incentives earned for the 2006-2008 incentive period under our ExecuMve 
Incentive Plan and paid in 2009 were the following: 


Nam* 


Totiri amouni of 
kmsHormcttii 
INtfkKi inconthmavranl 


Sephen J. Hemsiey 
Qe^e L. Mikan III . 
Anthony Welters . . . 
David S. Wichmann 


2006-2008 $603,269 

2006-2008 $360,000 

2006-2008 $360,000 

2006-2008 $360,000 


(4) Maned executive oflicers participata in our Executive Savings Plan, w4iich is a non-qualHied 
deferred compensation plan. The Executive Savings Ran does not credit above-market earnings 
or preferential eanings to the anxxrnts deferred, and accordingly, no non-quaiifled deferred 
compensation earnings harm been reported. Under the Executive Savings Ran, there are no 
measuring investments Ued to Company stock performance. The measurkig investments are a 
collection of unafHiated mutuM funds identified by the Company. 

(5) All other compensation includes the following: 



ComrttMitlon* 


Name 

Year 

Company 
Matching 
ConirttHillona 
Under 401(k) 
BavtngaPlan 

Company 

Ualiming 

Contrfbutfona 

Under 

Exacttdva 

SavtngaPlan 

Under 

Execudve 

Board 

Sarvica 

Maying 

Program (•) 

inaunmea 

Pramiuma 

Other (b) 

Stephen J. Hemsiey . . 

2008 

$8,060 

$108,250 

— 

— 

— 

George L Mikan III ... 

2008 

$8,050 

$ 42,686 

— 

— 

$1,081,533 

Thomas L Strickland . 

2008 

$ — 

$ 13,886 

— 

$10,320 

— 

Anthony Welters 

2008 

$5,513 

$ 40,154 

$30,000 

— 

$1,215,774 

David S. Wichmann . . . 

2008 

$8,050 

$ 38,024 

— 

— 

— 


As permitted by SEC rules, we have omitted perquisites aixl other personal benefits that we 
provided to certain named executive officers In 2008 as the aggregate amount of such 
compensation to each of the named executive officer was less than $1 0,000. In addHIcn, 
consistent with SEC rules, we have not separately quantified and identified those items of other 
compensation that have a value of less than $10,000. 

(a) As part of its commitment to serve local communities, the Company etKxxtrages Its executive 
offi^rs to serve on the boards of charitable organizations and to financiaNy contribute to 
those organizations. The Company has adopted a policy pursuant to which it wW match 
certain charitable contributions made by an executive officer if the executive officer also 
serves on the board of the charitable organization. The amount included for Mr. Welters 
represents dottations to charitable organizations made by the Ccxnpany in 2008 to match the 
donations Mr. Welters made to charitable organizations on whose board he serves. 

(b) As part of our review of the Company’s historical stock option practices, the Company 
detemiined that certain historical strxk options granted to indlvidu^s who were non-executive 
officer employees at the time of grant (indudkig Messrs. Mikan and Weltars) were granted 
with an exercise price that was lower than the closing price of our common stocdt on the 
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applicable accounting measurement date, subjecting these Incflviduals to additional tax under 
Section 409A. For any outstandng slock options subject to additional tax under Sectton 409A 
that were granted to nonexecutive officer employees, the Company increased the exercise 
price and committed to make cash payments to these holders following the vesting of the 
options based on the difference between the original stock option exercise price and the 
revised increased stock option exercise price. The payments will be made on a quarterly 
basis tollowfng vesting the applicable awards. If the modMied ^ock options are 
subsequently exercised, the Conniany wM recover these cash payments at that time from 
exercise proceeds at the revised increased stock option exercise prices. 

(6) Mr. Hem^ey did not receive any equity awards in 2008. The Company recognized all 
compensation expense for Mr. 11001816/8 outstanding equity awards in prior years. 

(7) In May 2006, the amount of Mr. Hemsiey's supplemental retirement benefit was frozen based on 
his current age and average base salary and converted Into a lump sum of $10,703,229. As such, 
there was no increase in the benefit payable to Mr. Hemsiey under his supplemental retirement 
benefit In fiscal 20M. 

(8) Mr. Striddand resigned as Executivs Vice President and Chief Legry Officer on January 21 , 2009. 
Due to the timing of Mr. Strickland's departure, the Compensation Committee awarded 

Mr. Strickland a bonus in lieu of any anxiunts that would have othenvise been payable to him as 
an annual cash incentive or long-term cash Incendve under the Company's Executive Incentive 
Plan. 
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2008 Grants of PtaivBassd Awards* 


The foDowIng tabts presents information regarding each grant of an award under our compensation plans 
made during 2008 to our named executive officers for fiscal 2008. 




Estknatsd R4ure Payputa Undar 
Ner^Equity hKetdlvai^ Awards 

Mother 

St^ 

Aweide: 

ffumber 

Mother 

Opdoid 
SAR Awards: 
Numbaref 
SeeurMss 

Erw^se 

orOrwii 

Prkeol 

Oram 

DaMFaIr 

Vatuaef 

Stocker 

W 

Mwne 



■m 


erUnlis 

SARaW 

Awards 

(VSIdin 

AwBida 

(0(2) 

Stephen J. Henaiey (3) 

PrMMent and 

ExecuHve Officer 

AnrHiat Cash Incentive Award (4) 

■ 

1,482,500 

1.825,000 

3350.000 





Long-Term Cairti incendve Awetrd (5) 


494,687 

659,563 

1.319,166 

— 

— 

— 

— 

George L Mfikan 111 

BcecuNve Vice Praeident and Chief 
Hiwtdal Officer 

Annual Cash Incentive Awaid (4) 


630,000 

700,000 

1.400.000 





Long-Term Cash in^nthw Awwd (5) 

— 

285,385 

353,848 

707.892 

— 

— 

_ 

_ 

SAR Award <9) 

6/5^2000 

— 

— 

— 


203,842 

33.94 

1312.196 

Rashictad Stock Unit Award (7) 

i/saxx 

— - 

— 

_ 

38.452 

— 

— 

1337.181 

Thomas L. ^riddand 

Formar Bcacutiva VTica Pre^dent and 
Chief LsgaiOfRcar 

Annual Cash kieentive Award (4) 


630,000 

700^ 

1,400.000 





Long-Term Cash Incendwr Awwd (5) 

— 

265.385 

353346 

707.092 

— 


— 

• — 

SAR Award (6) 

9/saooe 

— 

— 

— 

— 

203.642(8) 

33.94 

1312.196 

Raatrtctad Sto^ Ur)it Award (7) 

6/5/2008 

— 


— 


— 

— 

1337.181 

RaetilcMd Slock Award (7) 

2/19/2008 

— 

— 

— 


— 

— 

3.12S300 

Ar^hony WeNats 

Executive >Ace Preekteni end Preelderd 
of PubHc and Senior Markets Group 
Annuai Cash incenltve Award <4) 




1,400,000 

■ 

■ 



Long-Term Caeh incentive Award (S) 




707,692 

— 


__ 

_ 

SAR Award (6) 

6/S/2008 



— 

— 

84351 

33.94 

798.751 

Reetitctad Stock Unit Award (7) 

8/5/2006 



— 

88,348 



2319.731 

David S.Wicfvnann 

Exaoutkre Vice Preaidwii and Praaidant 
of UniladHaallh Group Operations 
AnrHiai Cash Incanllva Award (4) 


830,000 

700.000 

1,400.000 





Lot^Tarm Cash Incentive Atvaid (S) 

— 

285.877 

354,503 

709.008 




_ 

SAR Award (8) 

6/5/2006 

— 

— 

— 

— 

203.642 

33.94 

1312.198 

Rastrlded Stock Unit Award (7) 

8/5/2008 

— 

— 

— 

38.452 

— 

— 

1.237.181 


* Please see “Compensation Discussion and Analysis' above for a description of our execuOve compensation 
program necessary to an understanding of the Infonnatlon disclosed in this table. 

(1) Each per share exercise prlce/grant price of the awards shown was the per share closing market price of our 
comtTKxi stock on the NYSE on the grant date. 

(2) The actual value to be realized by a named executive officer depends upon the appreciation in value of the 
Company’s stock and the length of time the award Is held. No value wil be realized with respect to any SAR 
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award if the Company's stock price does not increase following the {pant date. The amount 
reported in the column is based on the grant date tair value of the awards computed In accordaice 
with FAS 123R. For a description the assumptions used in computing the grant date fak value 
for the SAH award pursuant to FAS 123R, see “Note 12 to Consotdated Financial Statement’ 
included in the Company's Annual Report on Form 10-K, as amended, for the fiscal year ended 
December 31 , The grant data fair value of each restrk^ed stock and restricted stock unit 

award is computed in accordance with FAS 123R based on die dosing stock price on the grant 
date. 

(3) Mr. Hemsiey dd not receive any equity awards in 2008. On Febmary 1 9, 2008, the exercise prices 
of Mr. Hemsiey’s folloyring outstanding options were Increased, consistent with his intentions 
previously disclosed in the Report of the Special Litigation Committee dated December 6, 2007. 
The increase in exercise prices lowered the fair value of the awards from the fair value caloilated 
based on ttie orynal terms of the award and as a result the Incremental fdr value, computed In 
accordance with FAS 123R, is zero. 


Grant Date 

Option Sharaa 
OutstuKttng W 

Orlipnaf 

Eximtoa 

Pnca(D 

2008 Revised 
Enmdtoe 
Prica($) 

02/11/2004 

300,000 

29.7000 

36.2382 

02/11/2004 

600,000 

39.7783 

58.3600 

(e/12/2003 

300,000 

20.0600 

58.3600 

02/12G003 

900,000 

30.1383 

58.3600 


(4) Amounts represmt estimated potential payouts of annual cash incentive awards granted under 
our Executive Incentive Plan in 2008. The Executive Incentive Plan permits a maximum annual 
bonus pool for executtva officers equal to 2% of our Company’s net income (as defined in the 
plan) and no executive officer may receive mote than 25% of such annual bonus pod. The 
maximum atixunts reported for each named executive officer equal two times each named 
executive officer's target amount because the Compensation Committee limited annual cash 
irrcentive payouts to not more than two times the target amount. In order for any amount to be 
paid, the Company must achieve approved performance metrics of (I) growth and Innovation, 

(ii) operating IrKoine and cash flow and (ill) stewardship. The actual annual cash Incentive 
amounts earned in connection with the 2008 awards were paid in 2009, arxi are repotted In the 
“2008 Summary Compensation Table.’ See “Compensation Discussion and Analysis — Elements 
of our Compensation Program — Annual Compensation — Annual Cash Incentive Awards’ for a 
description of the Company’s annual cash incentive award program. Mr. Strickland did not 
partidpate in the payout of the 2008 annual cash lix^ntive award due to his resignation on 
January 2 1,2009. 

(5) Amounts represent estimated future payouts of long-term cash Incentive awards granted wider 
our Executive Incentive Plan in 2008 for the 2008-2010 Incentive period, to be paid in 201 1 . The 
Executive Incentive Ptan permits a maximum long-term bonus pool for executive officers equal to 
2% of our Company’s average net income (as defined in the pim) during the perfomumce pwiod 
and no executive officer may receive more than 25% of such long-lenn bonus pool. The maximum 
amounts reported for each named executive officer equals two times eadi named executive 
officer’s target amount because the Compensation Committee limited the long-term cash incentive 
payout maximum amount to not more than two times each named executive officer’s target 
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Emount. In 2008, upon recommendation by management, the Compensation Committee approved 
a minimum cumulative EPS goal and an average ROE goal for the 20(»-2010 incentive period 
that must be achieved before the target amount shown above becomes earned and payable. Each 
measure Is weighted equally. In 201 1 , the Compensation Committee will determine whether or not 
the ^)als have been achieved. The estimated target and maximum awards listed in the table were 
computed assuming that participants' salaries are increased 5% effecbva February 1, 2010. See 
‘^Compensation Disraission and Analyse — Bements of our Compensation Program — Long- 
Term Incentive Corrvtensation — Lo^Term Cash Incentive Awards’ for a description of the 
Company's long-term cash incentive award program. Mr. Striddand wiN not participate in the 
payout of ttie lortg-term cash incentive award due to his resignation on January 21 , 2009. 

(6) Amounts represent the number of SARs granted under our 2002 Stock Incentive Plan. These 
SARs expire ten years foNowing the ctate of grant, vest and become proportionateiy exercisable on 
each of the first four anrwersaties of the date of grant, and are subject to eartier temdnaVon upon 
certain events related to temnination of employment. SARs not yet exercisable generally become 
exercisable upon a change-in-control of the Comparvy, as this term is defined in eadt execuUve's 
equHy-award agreement See 'XIompensation Discussion and Analysis — Elements of our 
Compensabon F¥ogtam — Long-Tonn Incentive Compensation — Equity Awards’ for a 
description of the Company's equity awards program. See also the “Outstanding Equity Awards at 

2008 R«»l Ysar-Encr table for the vesting schedule of aX outstanding eqdty awards for each 
named executive officer. 

(7) Amounts represent the number of shares of restrictsd stock units or restricted stock awards 
granted under our 2002 Stock Incentive Plan. These shares of restricted stock units and restricted 
stod( awards proportionately vest on each of the first four anniversariss of the date of grant, and 
are subject to earlier termination upon certain events related to termination of employment 
Restricted stock units and restricted stock awards not yet vested generally become vested upon a 
change-in-control of the Company, as INs term is defined In each executive's equity-award 
agreement See “Compensation Discussion and Analysis — Elements of our Compensation 
Program — Long-Term Incentive Compensation — Equity Awards’ for a description of the 
Company's equity awards program. See also the “Outstanding Equity Awards at 2008 Fiscal Year- 
Encf table for the vesting schedule of all outstanding equity awards for each named executive 
officer. 

(8) The vesting of these awards was accelerated upon Mr. Stricklarxf s resignation on January 21 , 

2009 and the exercise period for the stock appreciation rights was extended to the original 
expiration data of each award. 
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Outstanding Equity Awards at 2008 Fiscal Yaar-End 

Tile foltowing tabis presents intormation regarding outstanding equity awartb held at the end of 
2008 by our named executive officers for fiscal 2008. 



OpItofVSAII Awsrds 

Slock Aumrtie | 



Number of 

■.'.I'l.i.iii.a' 




Nwnbor 

Merkel 



SeeurWte 





of Shame 

Value of 



Undsftvfna 

B’li i«i i.'B: 

Option/ 



orUnRa 

Shame or 



Unexerdsed 

Unexerelsed 

§AR 

OptioiV 

Stock 

of Stock 

tMtoThM 


Oateef 

Oettone/ 

Options/ 

Exerdee/ 

SAR 

A«nrd 

Ihal 

Have Not 


(^tfoiVSAR 


SARsIffi 

Orem 

Expiretion 

QrMt 

Hem Not 

VeeM 

News 

QfwiI 

fxerdeaMeO) 

UnexeretsaWs 

Price (ffi 

Dale (2) 

Dale 

Veeiedt#) 


^ephenJ-HemsIey ... 

1/31/2006 

1X.0X 

1X.0X(4) 

S9.42X 

1/31/2016 


^^^99 

miiiH 

PresidenI and 

5/2/2005 

62,SX 

— 

57.4183 

5/2/2015 




Chief Executive Officer 

5/2/2005 

125.0X 

62.5X<5) 

46.3550 

5/2/2015 





2/3/2005 

3X.0X 

1X.0X(5) 

4SJ!e00 

2/3/2015 





2/3/2005 

150.0X 

— 

55.3563 

2/3/2015 





2/11/2004 

3X.0X 

— 

29.70X 

2/11/2014 





2/11/2004 

3X.0X 

— 

X.2382(6; 

2/11/2014 





2/11/2004 

6X.0X 

— 

56.3600(6; 

2/11/2014 





2/12/2003 

3X.0X 

— 

56.3600(6; 

2/12/2013 





2/12/2003 

9X.0X 

— 

56.3600(6 

2/12/2013 





1/7/2002 

I^.OX 

— 

25.0925 

1/7/2012 





1/17/2001 

1.2X.0X 

— 

18.0475 

1/17/2011 



^^^^9 1 


3ffi/2000 

I^.OX 

— 

15.6250 

3m/2010 





10/13/1999 

1,995.0X 

— 

6.7166 

10/13/2009 





1(yi3/1999 

2.880.0X 

— 

6.7188 

10/13/2009 



miiii 

George UMflcan 11 — 

6/5/2006 

_ 


X.94X 

6/S/2018 

6/S/20X 

X.452(4) 

X9.623 

Executive 

5/26/2007 

— 

75.0X<71 

54.41X 

5/26/2017 




President and 

5/26/2007 

43.7X 

131.250(4] 

54.41X 

5/26/2017 




CNef nrtenciiM Officer 

5/2/2006 

62.SX 

62.5X(4] 

46.56X 

5/2/2016 





10^1/2005 

33.7X 

11.2X(4] 

X.07X 

10/31/2015 





5/2/2005 

75.0X 

25.0X(4: 

46.57X 

5/2/2015 





11/4/2004 

190.0X 

— 

42.86X 

11/4/2014 





5/10/2004 

ISOsOX 

— 

X.7050 

S/10/2014 





1(y2a/2003 

17,5X 

— 

26.17X 

10/26/2013 





10/26/2003 

S2,SX 

— 

26.10X 

10/28/2013 





2/12/2003 

25, OX 

— 

X.06X 

2/12/2013 





2/12/2003 

75.0X 

— 

20.7250 

2/12/2013 





8A«002 

X.OX 

— 

22.1 IX 

8/5/2012 





65/2002 

X.OX 


20.5350 

e/S/2012 





1/7/2002 

2S.0X 

— 

16.1225 

1/7/2012 




TtKxnaa L StrfcMand . . . 

6/5/2006 

— 

X3.642(6) 

33.94X 

6/5/2018 

6/5/2008 

36.452 (8> 

X9.623 

Pormer Executive Vice 

5/28/2007 

43.7» 

131.2X(8) 

54.41X 

5/26/2017 

2/igi/2(X}e 

65.0X(8] 

1.729.0X 

PresidenI and Citiet 






5/26/2X7 

4O.0X(6] 

1.064.0X 

Legal 










6/5/2008 



S4.651 (4\ 

33.94X 

6/5/2018 

6/5/20X 

68.348(4) 

1.818.X7 

Exeo^h^ Vice 

5/28/2007 

_ 


54.41X 

5/26/2017 


PresidenI and 

5/26/2007 

37, 5X 

112.5X(4] 

54.41X 

5/28/2017 




President of Pubtic end 

5/20006 

X.0X 

50,000(4; 

46.58X 

S/2/2016 




Senior Medeets Group 

1051/2005 

X.0X 

io.ox(4: 

X.07X 

1CV31/2015 





5/2/2005 

75.0X 

25,000(4; 

46.57X 

5/2/2015 





11/4/2004 

270, OX 

— 

42.6650 

11/4/2014 





10/280X3 

97.5X 

— 

28.10X 

1(V28/2013 





46 


UHG_DP_000050 


Confidential Proprietary Business Information 
UnitedHealth Group 

Produced Pursuant to House Confidentiality Rules 





























475 



OpdoitfSAfl Awards 

Stock Awaida 

Name 

Oats of 
OpHoiWSAR 
Oram 

Nuntterof 

SacurMaa 

Undar^rtni 

UnaKarnaad 

Options/ 

SARa<«) 

exarol8iWB(1) 


W 

Exardaa/ 

Qr^ 

Prtea($) 

Opdortf 

SAR 

CiGpIradon 

otmm 

Stock 

Award 

Qrani 

oma 

Nymbar 
ofSharaa 
orUnita 
of Stock 
Ural 

Hava Not 

Vi8iad(«) 

Markal 

VahMof 

StMMooor 

UnHaThal 

HavoHot 

VoaMd 

mm 

DavM S. WiciHnann . . . 

8/5/2008 

_ 

203.642 <4) 

33.9400 

6/5/2018 

6«/2008 

36,452 (4) 

969,623 

EMoidveVice 

5/28/2007 


25.000 (7) 

54.4100 

5/28/2017 




PrttskNmtand 

5/28/2007 

37,500 

112,500(4) 

54.4100 

5/28/2017 




President of 

5/2/2006 

75,000 

75.000(4) 

48.5800 

5/2/2016 




UntterMeetth Group 

10/31/^)05 

48.750 

18,250(4) 

59.0000 

10/31/2015 




C^NH^ttons 

5/2/2005 

25.000 

— 

49.7886 

5/2/2015 





5/2/2005 

50,000 

25.000(5) 

48.3550 

5/2/2015 





12/7/2004 

154.000 

— 

39.8500 

12/7/2014 





12/7/2004 

154.000 

— 

42.2986 

12/7/2014 





8/6/2004 

75,000 

— 

33.1238 

8/6/2014 





8/6/2004 

75.000 

— 

31.5360 

8/6/2014 





11/28/2003 

112.500 

— 

29.3988 

11/28/2013 





11/26/2003 

37,500 

— 

28.9500 

11/28/2013 





2/12/2003 

200.000 

— 

22.5066 

2/12/2013 





8/5/2002 

200,000 

— 

22.1100 

8/5/2012 





1/7/2002 

300.000 

— 

18.2375 

1/7/2012 





1/17/2001 

80,000 

— 

14.7000 

1/17/2011 





1/17/2001 

240,000 

— 

14.5075 

1/17/2011 





7/26/2000 

120,000 

— 

14.7891 

7/26/2010 





3/8/2000 

80,000 


8.0859 

3/8/2010 





( 1 ) All exercisable optlons/SARs are currently vested. 

(2) The expiration date shown is the latest date that opdons/SARs may be exercised. Options/SARs 
may terminats eatiler in certain clrcumstarxses, such as in cormection with the named executive 
offiMt's termination of employment. 

(3) Based on the per share closing market price of our common stock on December 31 , 2008 of 
$26.60. 

(4) Vest 25% annually over a four year period beginning on the first anniversary of the grant date. 

(5) Vest 33% annually over a three year period beginning on the second anniversary of the grant 
date. 

(6) The exercise prices of the stock options were increased on Febniary 1 9, 2008 as further described 
in note 3 to the 2008 Grants of Plan-Based Awards table. 

(7) Vest 1 00% on the e*" anniversary of the grant date. 

(8) The vesting of these awards was accelerated upon Mr. StricMancfs resignation on January 21 , 
2009. Mr. Strickland's stock appreciation tights wll remaki exercisable through their original 
expiration date. 
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2008 Option Exsrciso* and Stock Vested 


The following fable presents information regarding the exercise of stock options during 2008 by 
our named executive officers and vesting of restricted stock awards held by our named executtve 
officers for fiscal 2008. 


Nama 

Option 

stock Awwds 

Number of 
Sharee 

Atupiiredon 

Enrciee 

M 

Value 

ReeHzedon 

E»r^et 

W(t) 

Nundiefof 

Sharee 

Aeoubedon 

Veetfng 

m 

veltie 

ReeHied 

on 

Vetting 

<*> 

Stephen J. Hemeiay 

President and (3)ief Execufive C^ficer 

365,000 

6,233,638 (2) 

— 



100.000 

1,374,150(3) 

— 

— 

Execulve Vice Presidenf and CNef 
Fmanctai Officer 

Thornes L. Shiddand 

F(Mfmer EMCuffva President and 

Chief Legal Officer 

■ 

“ 

10,000 

342,300(4) 

Anffiony Welters 

ExeoAfve Vice President and Prasident 
of PuMc and Sador Mwicets Group 




— 

Oa>M S. VAchrrnnn 

Exaculve ^ca Presktant and President 
of UhitedHealIh Group Operations 



— 

— 


(1) Computed by determining the market value per share of the shares acquired based on the 
difference between; (a) the per share market value of our common stock at exercise, defined as 
the closing price on the date of exercise, or the average selling price if a same-day sale, and 
(b) the exercise price of the options. 


(2) Mr. Hemsiey retained all shares ho acquired upon the exercise of strxk options. Mr. Hemsiey’s 
value Is computed as described in note (1) above and was based on the followktg: 


Date of Award 

ExercieeDeta 

Number of (^Miofte 
Exereleed 

Stock Spike Since 
Date M Award 

Mertiat Price at 
Exerclee 

Exerclee Price 

October 13, 1999 

September 16. 2006 

215.000 

6:1 

$26.7800 

$6.7186 

October 13, 1009 

October 17. 2008 

150,000 

6:1 

$24.3900 

$6.7166 


(3) Mr. Mikan's value is computed as described in note (1) above and was based on the following: 


OebKdAmmrd 

ExerdeeOete 

Nundwr of Optlone 
Exerdeed 

Stock Spllte Since 
Dele of Award 

Average Sdling 
Price at Exerclee 

Exerdie Price 

Januiuy7, 2002 

Au^pJSt 22. 2008 

25,000 

4:1 

$30.2500 

$16.1225 

January?. 2002 

August 22, 2008 

35,000 

4:1 

$30.2500 

$17.3875 

June 1,2001 

August 22, 2008 

10,000 

4:1 

$30.2500 

$1S.S250 

June 1,2001 

August 22, 2006 

30,000 

4:1 

$303258 

$14.1750 


(4) Mr. Strickland's restricted stock award was granted on May 28, 2007 and Its value is compifted 
based on a drying stock price of $34.23 on May 28, 2008. 
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2008 Pension Benefits 

Ifm following taUa presents information regardng the present value of accwnulated benefits 
payable wider our non-qualified deflned-benefit pension plans covering our named exectdive officers 
for fiscal 2008. 


Nanw 

Plan Namo 

Numbarof 

YaaraCradttad 

S«rvica(l^ 

■K29CIH 

Payifwnti 

DiiniN|La»t 

Fto^YMT 

($) 

Stephen J. Hemsiey 

President and Chief 
Executive Officer 

Individual Agreement for 
Supplemental Executive 
Retirement Pay 

-(1) 

10,703229 (1) 


George L. Mfican III 

Executive Vice President 

andCht^Hnandal 

omcer 

N/A 




Thomas L StrlcMand 

Former Executive 

Vice President and 

Chief Legal Officer 

WA 




Anthony Wellers 

Executive Vice FTesident 
and President of Public 
and Senior Marltets 
Group 

WA 




David S. Wichmann 

Executive Vice President 
and President of 
UnitecfiHecMh Group 
Operations 

N/A 





(1) Upon termination of Mr. Hemsle/s employment for any reason, a lump-sum benefit of 
$10,703,229 will be paid six nxmths and one day after his termination. In the event of 
Mr. Hemsley’s death prior to payment of his entire supplemental retirement benefit, his surviving 
spouse will receive any unpaid benefit. The dollar amount of this lump sum benefit will not vary, 
regardless of Mr. Hemsiey’s age, years of service or average compensation at the fime of his 
actual termination. 
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2008 Non-Qualiflad Deferrod Compensation 


The followkig table presents infonnalion as of ttre end of 2008 regarding the iK>n-qualified deferred 
compensation arrangements for our named executive officers for fiscal 2008. 


Nam* 

(0 

Exactitiv* 

Contributiona 

hiUatPy 

Ra^atrant 

ContrtH^ona 

inUatFY 

U)gr*eM* 

»MTilnga 

inUat 

FY 

Mrtrtoutlomi 

AgpnBffibi 

Bafimeairt 

LaalFYE 

Stephen J. Hemsiey 

President and Chief Executive 
Officor 


108,250 


_ 

5,871,960 

George L. Mikan III 

ExetatUve Vico President and 
Chief Fmancial Officer 

mi 

42,686 

iniiim 

■1 


Thomas L. Strickland 

Former Executive Vice 
President and Chief Legal 
Officer 

27,727 

13,886 

(2.961) 


38,6^ 

Anthony Welters 

Executive Vice President and 
Presidertt erf Pubik; and Senior 
Markets Group 

101,712 

40.154 

(74,334) 


462,711 

Davk) S. Wichmann 

Executive Vice President and 
President of UnitedHealth 
QrcHjp Operations 

75,963 

38,024 

(497,156) 


875,329 


( 1 ) 


All amounts in columns (b) and (c) are reported as compensation in the “2008 Summary 
Compensation Table.’ In addition to tie amounts shown In columns (b) and (c), column 
(f) Includes the following amounts reported in the summary compensation table lor prior years; 


Nam* 


Amount 

provlou^y 

raporta d 


Stephen J, Hemsiey $5,975,386 

Ge^e L. Mikan III $ 265,971 

Thomas L, Strickland — 

Anthony Waters $ 395,180 

David S. WIchmann $1,258,498 


Because Mr. Strickland was not previously a named executive officer under SEC otles, Ms 
cxxnpensation has not previously been reported. 


(2) Named executive officeis participate in our Executive Savings Plan, which is a non-gualified 
deferred compensation plan. Under the plan, employees may generally defer up to 80% of thMr 
eligible annual base sal^ (100% prior to January 1 , 2007) and up to 100% of their annual and 
long-term cash incentivs awards. In addition, emi^yee deferrals may be made to the plan when 
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an employee’s contributions to the Company's 401 (k) (rian reach certain limits imposed by the 
Internal Revenue Code (the “401 (k) restoration option^. Amounts deferred, including Company 
credits, are cterWed to a bookkei^ng account maintained for each paiticHiant, and ate 
dstributable pursuant to an electfm made by the participant as to time and form of payment that Is 
made prior to the time of deferral. The Company maintains a Rabbi Tnrst for the plan. The 
Company's practice Is to set aside arruHints in the Rabbi Trust to be used to pay for al benefit 
under the plan, but the Company Is under no obigatlon to do so except In the event of a 
change-in-control. 

(3) For the first 6% of the employee's 401(k) restoration option and antwal incenbve award deferrate 
under our Executive Saving Plan, the Company provides a matching crettt of i^r to 50% of 
amounts deferred at the time of each deferral. This matching credit does not apply to deferrals of 
base salary, long-term cash Incentive awards, or other special incentive awards. 

(4) Amounte deferred are credited with earnings from measuring Investments setectsd by the 
employee from a collection of unaffWated mutual funds iderktfled by the Company. The Execufive 
Savings Plan does not credit above-market earnings or preferential earnings to amounts deferred. 
The returns on those mutual funds for the year erxied December 31, 2008 ranged from -43.31% to 
2.93%, with a median return of -36.46%. Executives may change their selection of measuring 
invesimenfe on a daily basis. 

(5) Under our Executive Savings Plan, unless a participant in the plan elects to receive disfributions 
during the term of Ms or her employment with the Company, benefits will be paid no earlier than at 
the begkining of the year foltowing the executive officer's termination. However, upon a showing of 
severe firuncial hardsMp, an executive officer may be allowad to access futds b) his or her 
deferred compensation account earlier. Benefits can be received either as a lump sum payment, in 
fiva or ten annual installments, in pre-selected amounts and on pre-selactsd dates, or a 
conriilnation thereof. A participant may change his or her election with respect to the timing and 
form of dstribution for such deferrals under certain condltiotts. However, ter deferrals relating to 
senrices performed on or after January 1 , 2004, participants may not accelerate the timing of the 
dstributions. 

Executive Employment Agreements 

We have entered into an employment agreement with each of the named executive officers. 
Stephen J. Hemsiey 

On November 7, 2006, the Board of OIrectois entered into an employment agreement with 
Mr. Hemsiey to serve as President arxf CEO. The employment agreement provides for a four-year 
term that will extend automatically lor additional one-year periods unless sooner terminated in 
accordance with the terms of the employment agreement. During the period of Ms employment, the 
Board of Directors will nominate Mr. Hemsiey for election to the Board of Directors by the sharehotders 
of the Company. 

Under the employment agreement. Mr. Hemsiey receives a base salary of $1 ,300,000, with any 
increases at the sole discrellon of the Compensation Committee and ultimately the indeperident 
members of the Board of Directors. The employment agreement does not set any nMmjm or target 
level for any bonus or other incentive compensation. Alt bonus and incentive compensation awards are 
solely at tire discretion of the Compensation Committee. Mr. Hemsiey is eligiUe to participate in the 
Company’s generally available employee benefit programs. 
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Upon terminatkm oi Mr. Hemsiey's empioynierrt tor any reason, he is entitled to a previously 
SKxtru^ and vested lump sum supplemental redrement benefit of $10,703,229 to be paid six months 
and one day aRer his tennination. 

If Mr. Hemsiay's employment is tennlnated by the Company without Cause, other than upon 
exfHration of the term of the employment agreement, or by Mr. Hemsley for Good Reason, the 
Company wll pay Mr. Hemsley a lump sum in an amount equal to his annual base salaiy for the longer 
of the remainder of the term under the employment agreement or twelve months. 

If Mr. Hemsiey's employment Is terminated because of his death or pennanent disability, the 
Company will pay him or his beneficiartes a lump sum In an amount equ^ to two years’ total 
compensation of teise salary phjs the last two calerxlar years' average bonus, excluding any special or 
one-time bonus or incenUve compensation payments. 

If Mr. Hemsley Is terminated by the Company for Cause, by Mr. Hemsley without Good Reason or 
because of his retirement or upon expiration of the term of the employment agreement he will not be 
enUtled to any futtoer compensfrtion from the Company other than earned but unpaid salary arxt 
benefits. 

As defined in the employment agreement ’Cause' generally means willful and continued failure to 
perform his ckitles rdter written notice and a failure to remedy the deficiency, a violation of the 
Company's Code of Conduct that is materially detrimental to the Company and is not remedied after 
written notice, engaging In fraud, material dishonesty or gross misconduct to connection with the 
Company's business or conviction of a felony. As defined in the employment agreement, “Good 
Reason’ generally means an assignment of duties inconsistent wNh his position or duties, a relocation 
the Company’s principal place of business, faitore by the Board of Olrectors to elect Mr. Hem^y as 
CEO, faHurs by the Board of Directors to nominate Mr. Hemsley to serve on the Board c4 Directors, the 
Company's failure to pay or provide Mr. Hemsiey's base salary, incentive compensation or other 
benefits, or any other material breach of Mr. Hemsiey’s employment a^eement that is mt remedied. 

Pursuant to the employment agreement, Mr. Hemsley is subject to provisions prohibiting Ns 
solicitation of the Company’s employees arxl customers or compsttog with the Company during the 
term of the employment agreement and the longer of two years following termination or the period that 
severance payments are made to him under the employment agreement. In addition, he is prohibited 
at all times from disclosing confidential toformation related to the Company. 

George L Mikan HI, Thomas L Strickland, Anthorry Welters and David S. Wictwnann 

Messrs. Mikan, Strickland, Welters and Wichmann each entered into an employment agreement 
with the Company, effective November 2006. May SX}8, April 2007 and December 2006, respectively. 
The titles of these execuh've officers are specified to the "2008 Summary Compensation Table' above. 

Under their respective employment agreements, Messrs. Mikan, Strickland, Welters and 
Wichmann report to the President and CEO oftheCompany and receive base salaries with any 
adjustments at the discretion of the Compensation Committee, including Ihose ac^stmento described 
under ‘Compensation Discussion and Analysis - Elemenis of our Compensation Program - Annual 
Compensation.’ These executive officers are eligible to participate in the Company’s tocentive 
compensation plans. The target and maximum amount of any actual bonus payable to each executive 
officer is to the discretion of the Compensation Committee. These executive officers also are eligible to 
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receive stock-based awards in the dscretion of the Compensation Committee and to participate in the 
Company's generally available employee benefit programs. During the term of each executive officer’s 
employment, in addition to the Cornpany's generally available benefits, the Company will provide each 
executive c^er, at the Company's expense, a $2 million face value term life insurance policy and a 
long-term disability policy which covers 60% of Ns base salary in the event of a qualifying long-term 
Usability, subject to the terms of ttie policy. 

Each employment agreement and e»:h executive officer's enqrloymetA may be terminated (a) at 
any time by mutual agreement or by the Company with or without Cause, (b) at any time by the 
executive (Micer with or without Gorxl Reason and (c) upon the executive officer’s death or disability 
that renders him incapable of perfonning the essential functions of Ns job, with or wittKXJt reasonable 
accommodation. If an executive officer's employment is terminated by the Company without Causa or 
by the executive officer for Good Reason, the Company will provide the executive officer with 
outplacement senrices consistent with those provided to similarly situated executives and pay the 
executive offlcw severance compensation equal to the sum of (a) 200% of Ns annualized base salary 
as of Ns termination date, (b) 200% of the average of his last two calendar years’ bonus, excluding any 
equity awards and any special or one-time bonus or Incentive compensation payments (except that 
with respect to Mr. Strlddand. if temilnation occurs within two years following the effective date of his 
employment agreement, the amount payable witi be 200% of ^ greater of Ns target mcentive or the 
most recent year's annual bonus after the first year anniversary of the effective date of the employment 
agreement), and (c) $12,000 to offset the costs of benefit continuation coverage. The severance 
compensatkm witi be payable over a 24-month period. 

For purposes of each applicable employment agreement, ’T^ause’ generally means (a) material 
failure to Mow the Company’s reasonat^ direction or to perform any duties reasonably required on 
material matters, (b) a matarial violation of, or failure to act upon or report known or suspected 
vioiations of, the Compan/s Principles of Integrity and Comfriiance, (c) conviction of a felony, 
commission of any criminal or rtishonest act or any conduct that is materially detrimental to the 
interests of the C^pany, or (d) material breach rri the employment agreement. The an^loyment 
agreement provides that the Company will, within 120 days of the diacovety of the conduct constituting 
Cause, give the executive officer written notice specifying tiie conduct constituting Cause In reasonable 
detail and the executive officer will have 60 days to remedy the conduct, if the conduct is reasonably 
capable of being remedied. In any instance where the Company may have grounds for Cause, failure 
by the Company to provida written notice of the grounds for Cause witNn 120 days of discovery will be 
a waiver of its right to assert the subject conduct as a basis lor termination for Cause. 

For puqioses of each applicable employment agreement, ‘Good Reason* will generally exist if the 
Company (a) reduces the executive officer’s base salary or long- or short-term target bonus 
percental other than In connection with a general reduction affecting a group of similariy situated 
employees, (b) moves the executive officer's primary work location more than 50 miles, (c) makes 
changes that substantially diminish the executive officer’s duties or responsibilities, or (d) changes the 
executive officer's reporting relationsNp away from the President and CEO of the Company. The 
employment agreemerrt provides that the executive officer must give the Company written notice 
specifying in reasonttiile detail the circumstances constituting Good Reason wititin 120 days of 
becoming aware of the circumstances, or those circumstances will not constitute Good Reason. If the 
circumstances constitutkig Good Reason are reasonably capable of being remeried, the Company will 
have 60 days to remedy the drcunstances. 
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Pursuant to thoir rospectiva employtnent agreaments, each axacutiva officer is subject to 
provisions prohibWng his solicitation of the Company’s employees or competing with the Company 
during the tenn of the emptoyment agreernem and two years following tennination for any reason. In 
addtkm, each executive officer is prohibited at at times from discio^ confidential inkxmation related 
to the Company. 

Potential Payments Upon Termination or Changa-in-Control 

The following table describes the potential payments to named executive officers upon termination 
of employmei< or a change-in-controi of the Company as of December 31 , 2008. Amounts are 
calculated based on the benefits available to the named executive officeis under existing plans and 
arrangements. Including each of their employment agreements described under “Executive 
Employment Agreements." 







Changa- 


NotforCauaa 

Daattt 

DIaabWty 

Ratirwiiant 

iit-Coimol 






ffl 

StafrtMn «l. HamMy 


7,010,000 

7,010300 




2.4d1,e67 



AnmMiClttihincefi^tl) 


3,250,000 

3,^300 

3350,000 

— 

Lono-Tsmi Cam IncanSva (2) 

S6RP 

... — “ 

2312.927 

2312.927 

2312.927 

2.512.927 

10,703.229 

10,703,229 

10,703,229 

10.703.229 

10,703,229 

tnaurafMMi Banefibi 

— 

— 

420,000 

— 

— 

Acca(ara«onof&)uity(3) 

— 

— 

— 

— 

— 

Total (4) 

13.104.896 

23,476.156 

23,896,156 

16.466,156 

13318.156 


3,024 000 





Annual Cash IrtoarHiva(l) 


1.400.000 

1.400300 

1,400,000 


Long*Tarm Cash Incanttva (2) 

— 

1.243.111 

1,243,111 

1343,111 

1.243.111 

Inauanca BaraMHs 

— 

2,000,000 

420.000 

— - 

— 

Accaiaiatton of Equity <3) 

— 

969,623 

969,623 

— 

969,623 

Total (4) 

3,024.000 

5,612,734 

4,032,734 

2,643,111 

2312.734 

Thoinaa L. StrteWaod 

3,732,000 





/Wiualdamincsnlivall) 


1,400,000 

1.400,000 

1.400.000 

— 

Long-Tarm Cash Incanttva (2) 


964,295 

064395 

984,295 

964,295 

IftsuraiKo BaneMs 

— 

2.000.000 

420300 


— • 

Accalaration of Equity (3) 

— 

3,762,623 

3,762.623 

— 

3,762,623 


3.732,000 

a,m,9ia 

6,566318 

2364,295 

4,746,916 

Anthony Waltara 

2612,000 





Annual dash Incantivali) 

Long*Tarm Cash irKan^ (2) 


1.400,000 

1.400.000 

1,400.000 

— 

— 

1,273,696 

1,273.698 

1373,896 

1.273.898 



2.000.000 

420,000 



Accalaration of Equity (3) 

~ 

1,618,057 

1,818.057 

— 

1,818,057 

Total (4). 

2,612,000 

6,491,955 

4,911.955 

2.673,898 

3,091,955 

DavM & Wiehmann 







2,812.000 





Annual (^MhineandvaO) 


1.400.000 

1.400.000 

1,400,000 

— 

Long-Term Cash Incanfiva (2) 

— 

1,319.154 

1,319,154 

1.319.154 

1.319,154 

In«iranca Benefits 

— 

2.000.000 

420,000 

— 

— 

Accalan^onofEquityO) 

— 

969.623 

989,623 

— 

969,623 

Total (4) 

2.812,006 

5,666,777 

4,106,777 

2.719,154 

2388,777 


(1) Represents the maximum amount the Compensation Committee may in its discretion determine, 
but is not required, to pay the executive officer (or the executive officer's estate, if applicable) 
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based upon a pro-rated portion ot the award that the executive officer would have received but for 
the death, disabMity or retirement, calculated at the Exdtievement of the maximum performance 
target, as more hilly descrtoed In note (4) to the “2008 Grants of Plan-Based Awards’ table. 

(2) With respect to “For Good Reason or Not for Cause,’ “Death,’ “Disablity’ and "Retirement," 
represents the maximum amount the Compensation Committee may in its dfecretion determine, 
but is nc4 required, to pay the executive officer (or the executive officer's estate, if applicable) 
based lyxm the portion of the IrKtentive periods prior to death, disability or retireraent and 
measurement of Company and executive performance based on performance through the end of 
the fisctri year of the Company which ends dosest to the executive officer’s date of death, 
disstiility or retirement, calcuiated at the achievement of the maximum performance target, as 
more fuUy described in note (5) to ttie “2008 Grants of Plan-Based Awards’ table. With respect to 
“Change-in-Control, * represents the amount payable by the Company or its succrasor to each 
executive officer (or credit to the named executive officer's account in the Company's Executive 
Savings Plan N a timely deferral election is in effect), which Is a pro-rated portion of the maidmum 
long-term cash incentive award for which the executive officer Is eligible for, for each incentive 
period within 90 days of the occurrence. 

(3) Represents file (i) wivested restricted stock unit awards multiplied by the closing stock price on 
December 31 , 2008 ($26.60) and (ii) intrinsic vakie of the unvested equity awards which is 
calculated ba^ on the differerKre between the closing price of our stock on December 31, 2008 
($26.60) mi the exercise or grant price of the unvested stock options and SARs as of that date. 
Excludes unvested equity awards held by the execrjtive officer that will not immedtetely vest upon 
termination, but wifi continue to vest through any applicable severance period because the intrinsic 
values of such equity awards are not determinable. Upon termination in which a named exerxitive 
officer Is antitied to saverarKO, vesting of equity awards will continue tor the period of severarxte. If 
the named executive officer's employment is terminated by reason of retirement, certain unvested 
equity awards granted between 2002 and 2005 wW continue to vest and be exerdsable for a 
period of five years (but not after the awards expiration date). At December 31 , 2008, only 

Mr. Hemsiey had met the retirement eligibifily provisions. On January 21 , 2009, Mr. Strickland 
resigned as the Company's Executive Vice Preskient and Chief Legal Officer. In connection with 
Ns resignation, file Compensation Committee accelerated the vesting of Ns outstarxiing stock 
appreciation rights and restricted stock awards. Mr. Stricktarxl's stock appreciation rights wifi 
remain exercisable until their original expiration date. Mr. Stricklaixf s stock appreciation rights had 
no intrinsic value on January 21 , 2009 as the exercise prica of such awards was greater than the 
dosing stock price on such dale. Based on a closing stock price of $25.05 on Jarxiary 21 , 2009, 
Mr. Strickland's restricted stock awards had an Intrinsic value of $3,543,373. 

(4) Does not include value of benefits, plans or arrangements that would be paid or avaitable folowing 
termination of employment that do not dIscritNnats m scope, terms or operatian in tevor of our 
executive officers and that are generally avafiable to ai salaried employees or accrued balances 
under any non-qualified deferred compensation plan that is descrfited above on page 50. 
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DIRECTOR COMPENSATION 

Our compensation and benefit program Is designed to compensate our non-employee directors 
fairly for work required for a company of our size and scope, and align their interests with the long-temt 
Interests of our sharriiolders. Director compensation reflects our deshe to attract, retain and use the 
expertise of highly quaNfled people setvkig on the Company's Board of Directors. The Compensation 
ComnMtee reviews the compensation level of our non-em|joyea directors on an annual basis and 
makes recommendations to the Board of Directors. 

The Company uses annual retainers, meeting and committee fees, equity-based compensation, 
expense reimbursement and other forms of compensation, as appropriate, to attract and retain 
non-employee directors. 

Cash Compensation - Annual Retainers, Meeting Fees and Committee Meeting Fees 

Directors who are not Company employees receive an annual retainer of $30,000. In addition, we 
pay the Chairman of the Board an additional annual retainer of $300,000, aixj the Chairs of the Audit 
Committee and ttte Compensation Committee additional annual retainers of $5,000. The retakters are 
compensation ter general preparation for meetings and responsibiWes as a (tractor. Each director also 
receives a meetteg attendance fee of $1,500 ter attendteg each Board of Directors meeting in person 
($750 ter ^sTHtng by telephone) and a meeting atterxianca fee of $1 ,000 ter attending each 
committee meeting in person ($500 ter attendng by telephone). We pay our directors who are unable 
to attend a meettng tee standard teiephone attendance fee if they receive a briefing by telephone prior 
to or after tea meeting. 

Director annual retainers. Board meeting fees, committee Chair fees and committee meetteg fees 
are payabte in cash on a quarterly basis. Under (xir Directors^ Compensatten Deferral Plan (“Director 
Deferral Plani, however, non-enipteyae directors may elect annually to defer re<»ipt of all or a 
percentage of teeir retainer, meeting fees and ccmmittee meeting fees. Amounts deferred are credited 
to a Ixxtkkeeping account maintained for each director participant and are distributable upon the 
termination of tee drector's dreidorship ter any reason. Subject to certain additional rules set terte in 
tee Director Deferral Plan, participating directors may elecx whether distributten is made in either 

• an immediate lump sum; 

• a series of five or ten annual installments; 

• a delayed lump sirni following either the fifth or tenth anniversary of tee terminatton of the 
(krecti^s directorsNp; or 

• pre-selected amounts and cm pre-selected dates while the drector remains a member of our 
Board of Directors. 

The Director Deferral Plan does not provide tor matching contributions by tee Company, but our 
Board of Directors may determine, in its dscretion, to supplement tee accounts of participatteg 
drectors with addittenal amounts. No accounts were suf^emented In 2008. The Director Deferral Plan 
does not permit directors to defer stock optkxis or oteer ec|uity-based compensation. 
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Equtty-Based Compensation - Stock Options, Restricted Stock Units and Conversion of Cash 
Compensation into Stock Options or Common Stock 

Non-employee directors receive grants of equity awards under our 2002 Stock Incentive Plan. 
Under die 2002 Stock Incentive Plan and tenns approved by the Board of Directors witi respect to 
non-employee director giants, our non-employee directors receive: 

• a one-time grant of non-quaNfled stock opdons and/or restricted slock units for new (Sectors; 

• quarterly grants of non-qualified stock opdons; and 

• grants of non-quallfied stock options or shares of common stock to reflect a decision to convert 
certain cash compensation into equity. 

The exercise price for all stock options granted under the 2002 Stock incentive Plan is the closing 
sale price of our commrxi stock on the NYSE on the date the option is granted. 

A new ckrector receives an kiitkri one-time grant of non-quaRfied stock options to purchase 25,000 
shares of our comiTKXi stock. The new director may elect to take all or a portion ct the initial one-time 
stock option award hi restilaed stock units, using a four-to-one conversion ratio (which would result in 
an award of 6,250 restrtcted stock units if ail options were elected to be received in the ftirni of 
restricted stock uidts). These stock options or restricted stock units, as the case may be, are granted 
on die date of the director's appointment to the Board of Directors. The options or restifcted stock units 
vest at a rate of 25% per year for four years, subjerd to senrice on the Board of Directors on the vesting 
date. A drector is required to retain the underlying shares of this equity award (net of any exercise 
price or taxes) undl he or she completes his or her service on the Board of Directors. 

Non-employse directors also receive quarterly grants of non-quaNfied stock options to purch^e 
5,000 shares of our common stock. The quarterly grants are made automatically on the first business 
day foNowing the and of each fiscal quarter and are sxaicisabis immediately upon grant. This grant is 
in consideraiion of general service a^ responsibifities and required meeting preparation. 

Directors may also elect to convert certain retahiers and fees into either non-qualifiad stock 
options or shares of common stock of the Company. These include cash Board retainers, cash 
retahiers for service as Chair of the Audit Committee or Compensation Committee and cash meefing 
attendaiK» fees for regulaify scheduled quarterly Board and committee meetings. The cash retainer for 
service as Chairman of the Board and cash meeting attendance fees lor special meetings are not 
eligible for conversion. The conversion grants are made on the day of each regularly scheduled 
quarteity Boanl meeting and become exercisabla Immerfiately upon grant. If a director elects to convert 
his or her eligible cash compensation into stock options, he or she will receive a non-quah'fled stock 
option to purchase the number of shares of our common stock equal to four times the amount of the 
cash compensation foregone, divided by the fair market value of one share of our common stock on 
the date erf (^ant. If a director elects to convert his or her efig'ible cash compensation into shares erf our 
common stack, ha or she will receive the number of shares equal to the cash compensation foregone, 
divided by the f^ market value of one share of our common stock on the date of grant. 

ReimtHiraement of Director Expenses and Health Cara Coverage 

We reimbursa directors for any rxit-of-pocket expenses incurred in connection with senrice as a 
director. We edso provide health care coverage to incumbent directors who are not eligible for coverage 
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under another group health care benefit program. Health care coverage Is provided generally on the 
same terms and conditions as current employees. Upon retirement from the Board of Directors, current 
directors may continue to obtah health care coverage under benefit continuation and after lapse of the 
benefit continuation coverage, under the Company's post-employment medical (Man for up to nit»ty-six 
months if they are otherwise eligible. Directors who were not senring on the Bo^ of Directors as of 
Febniaiy 2009 and who are not eligible for coverage under another group health cars benefit program 
or Medicare may also receive health care coverage. 

Stock Ownership Guidelines 

Under our stock ownership gukteXnes, we require drectors to achieve ownerdiip of 10,000 shares 
of the Company's common stock (exdudng stock options, but including restricted stock ursts after 
vesting) wl^ln five years i^on a^ipointment to the Board of Directors. Further, we require drectors who 
were senring as of January 2007 to ach'ieve ownership of 20,000 shares of the Company's common 
stock by April 26, 2009. Messrs. Ballard, Burke and Leatherdale and Dr. WIensky have met the 
ownersh^ requirement. 

2008 Director Compensation Table 

The foHowing taUe provides summary information for the fiscal year ended December 31 , 2008 
relating to compensation paid to or accrued by us on behalf of any d our non-employee drectors who 
served in this capacity during 2008. 


Name 


Stock 

Awards 

(*)(2) 

Option 

Awards 

w<»> 

CtNingain 

Pendon 

Vakisand 

Noii4)tia8flad 

Dalervad 

Con^Mnaadon 

Eaminga 

(tX4) 

AHOthar 

Companaailon 

(»> 

Total 

m 


67,500 






Richard T. Burke 

363.000 



— 

7,387(5) 


Robert J. Darretta 

62,500 



— 



Miciwla J. Hooper 

65,250 

Ujuil 


_ 



Jwnoe A. Johnson (7) 

20,450 

_ 



50,000(6) 



24.950 

— 

IBWfl 

— 

100.000(6) 

ES2I 


64.610 

— 


— 

— 



22,450 

— 

IBITSI 

— 

50,000(6) 



33,400 

acfnil 


— 

— 

BCM!! 

Rc^rt L Rw (7) 

26,700 


IBtBI 

— 

50,000 (6) 

Mini 

Qal R. WHsnsky, Ph.D. 

59.660 


IHBTFI 

_ 




(1 ) Amounts repotted ktclude the following annual retainer, committee Chair retairter and/or meeting 
attendance fees earned by the drectors but elected by the drectors to be converted into shares of 
tkmmon stock or into options to purchase shares of common stock: Mr. Burke - $51 ,000 (6,730 
options); Mr. Darretta - $51 ,000 ( 1 .700 shares); Ms. Hooper - $51 ,000 (1 ,700 shares); 

Mr. Johnson - $18,450 (1,740 options); Mr. Kean - $18,450 (1,740 options); 
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Mr. Leattierdale - $52,360 (7,060 options): Dr. Mundinger - $1 5,950 (1 ,630 options); Mr. Rsnwick 
- $29,650 (1,170 shares); Mr. Ryan - $21 ,450 (2,090 options); and Dr. WManiry - $24,205 (3,050 
options). Mr. Renwick has elected to defer ail cash compensaflon not converted into equity awards 
under the Director Deferral Plan. 

(2) The amount reported for Messrs. Darretta and Renwick and Ms. Hooper incAides (i) incremental 
value of shares of common stock of $867, $270 and $867, reflectively. Issued In lieu of annual 
retainer and/or cash meeting fees (incremental value refers to the FAS 123R value of the shares 
issued less the amount of annual retainer and/or cash meeting fees foregone) and (il) FAS 123R 
expense recognized in 2008 in connection wi$i the Company's initial grant in 2007 of 3,125 and 
6,250 restricted stod( units which vests over 4 years to Mr. Darretta and Ms. Hooper, respectively, 
and the Company's initial grant in 2008 of 3,125 restricted stock units which vests over 4 years to 
Mr. Renwick. 

The grant date fair values of the stock awards expensed in fiscal 2008 computed in accordance 
with FAS 123R, based on the closing stock price on the grant date, are as follows: 


zrisrae 6/sos r/zx/os iimos vnmi lo/somr 

(« (») (t) («) («) (*) 

Robert J. Darretta 13,462 13,237 12,159 13,009 170,688 — 

Michele J. Hooper 13,462 13,237 12,159 13,009 — 299,375 

Glenn M. Renwick — 110,815 12,159 13,009 — — 


As of December 31, 2008, our notvemployee direclors held outstanding restricted stock unit 
awards as follows: Mr. Darretta -3,125; Ms. Hooper -6,250; and Mr. Renwick -3,125. 

(3) The actual value to be realized by a director depends upon the appreciation in value of the 
Company's stock and the length of time the stock option is held. No value wiH be realized with 
respect to any stock option if the Company's stock price does not increase following the grant 
date. The amount reported in the column is based on the dollar amount rsco^rized for financial 
statement reporting purposes with respect to Ihe Company's Hscal year ended December 31 , 2008 
in accordance with FAS 123R, but disregarcNng the estimate of forfeitures related to service-based 
vesting conditions. For a description of the assumptions used in computing the dollar amount 
recognized for financial statement reporting purposes, see 14010 12 to Consolidated Rnarxaal 
Statements' included In the Company's Arxiurd Report on Form 10-K, as amended, for the fiscal 
year ended December 31 , 2008. Except as noted below for Messrs. Darretta and Renwick, all 
option awards were 100% vested on the grant date. Amounts reported include the following 
incremental values of options Issued in lieu of annual retainer and/or cash meeting fees 
(incremental values refer to the FAS 123R values of the options issued less the amount of annual 
retainer and/or cash meeting fees foregone): Mr. Burke - $12,758; Mr. Johnson - $64; Mr. Kean - 
$64; Mr. Leatherdale- $14,065; Dr. Mundiiiger-$613; Mr. Ryan -$350; and Dr. Wkensky- 
$4,812. The amount reported for Mr. Darretta also includes the FAS 123R expense recognized in 
2008 in connection with the Company's nWal one-time grant in 2007 of 12,500 tton-qualified stock 
options, which vests over 4 years. The amount reported lor Mr. Renwick also Includes the FAS 
123R experts recognized in 2008 in connection with the Company's Initiai one-time grant in 2(X}8 
of 12.500 non-qualHled stock options, which vests over 4 years. 
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The grant date fair values ot the option awards expensed In fiscal 2008, computed In accordance 
with FAS 123R, are as follows: 


ions 2hwos *nm swds mm toms lortne imm 
(S) ($) ($) (S) (*) («) (») («) (») 


wwam C. Balanl, Jr. 67,097 — 42,920 — 40,024 — 39,165 — — 

HchaidT.BwIt# 67.097 12,410 42,920 14,461 40,024 15,021 39,165 21,866 — 

BobwIJ. DanWIa 67,097 — 42,920 — 40,024 — M.185 — 179.000 

NMWWJ. Hooper 67,097 — 42,920 — 40,024 — 39,165 — — 

James A. Johnson 87,097 12,410 42,920 6.104 29,033 _ _ — — 

-nwmasH.Ksan 67.097 12,410 42.920 6,104 29,033 — _ — — 

Douglas W.Ua»wnJalO 67.097 10,930 42,920 14,838 40,024 16,625 39.165 24,034 — 

MatyO.MundIngor.Dr.P.H 67.097 7.173 42,920 9,390 29.033 _ _ — — 

Glenn M.nenwick - - - 117,375 11.439 - 39,165 - - 

RoPait L Bran 67,097 12,410 42,920 9,390 29,033 _ _ _ _ 

Gal R. Wlensky, Ph.D 67.097 6,831 42,920 7,700 40,024 7,511 39,165 6,975 — 


As Of December 31 , 2008, our non-employee directors held outstanding (and unexerdsed) option 
awaids as follows: Mr. Ballard - 328.000 options; Mr. Burke - 366,140 options; Mr. Darretta - 
41 ,621 options; Ms. Hooper - 20,000 options; Mr. Johnson - 355,757 options; Mr. Kean -354,067 
options; Mr. Leatheidale - 370,300 options; Dr. Mundinger - 330,317 options; Mr. Renwk* - 
18,929 options; Mr. Ryan - 143,467 options; and Dr. Wilensky - 290,920 options. 

(4) The Director Deferral Plan does not credit above-market earnings or preferential earnings to the 
amounts dofenred. There are no measuring investments tied to Company stock performance. The 
measuring Investments are a collection of unaffiiated mutual funds identified by the Company. 

(5) In 2008, we paid $7,387 in health care premiums on behalf of Mr. Burke. 

(6) In honor of their service on the Board of Directors, wo made contributions aggregating ^0,000 to 
charitable organizations selected by each of Messrs. Johnson and Ryan and Dr. Mundinger. With 
respect to Mr. Kean, we made a donation of $100,000 to Drew University (whore Mr. Kean was 
formerly Presidsnt), which is being combined with donations from other companies to fund a 
visikng professorship in recognition of Mr. Kean's contributions as Chakman of The National 
Commission on Terrorist Attacks upon the United States (more commonly known as the 9/1 1 
Commission). The Company made similar donations to Drew University In 2007 and 2006. 

(7) On June 5, 2008, Messrs. Johnson. Kean and Ryan and Dr. Mundinger retired from the Board of 
Directors and Mr. Renwick was elected to the Board of Directors by the shareholders. 
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CERTAIN RELATIONSHIPS AND TRANSACTIOI« 

Approval or RatHIcatlon of Related-Person Transactions 

Ttie Board of Directors has adopted a written Related-Person Transactfons Approval Policy which 
is administerad by the AucSt Committee. A copy of the policy is avEriiable on our website at 
mm.unitedhealOTgroup.com. Under the policy, the following “related-pereon" transactions are 
proNbited unless approved or ratified by the Audit Committee: 

• Any transaction or series of transactions directly or indirectiy involving a director, exacutiva 
officer or fnre-percent shareholder of the Company or any of their respective immediate family 
members, in which the Company or its subsidiaries is directly or indirectly a participant and the 
amount involved exceeds $1 .00. 

• Any amendment or modificatfon to an existing related-person transactfon. 

• Any transaction or relationship involving a director that is not deemed to be immaterial under 
the Company's Standards lor Director Irxlependerxre as then in effect. 

Related-person transactions under the policy do not Include; 

• IndemnHIcalion and advancement of expenses made pursuant to the Con^rany’s Articles of 
Incorporation or Bylaws or pursuant to any agreement or instrument. 

• Any transaction that Involves the providing (ri compensation to a director or executive officer In 
connection with Ns or her duties to the Company or any of Its subsidlatfes, ktduding the 
reimbuisement of business expenses Incurred In the ordinary course. 

Under the polcy, Comparry management will determine whether a transaction falls under the 
definition of a related-person transaction, requirirrg review by the Audit Committee. Identifying possible 
related-person transactions Involves a numbW of search and identification processes and procedures, 
including the following: 

• The Company annually requests each director, director nominee atKl executhra officer of the 
Company to verify and update certain information, including: 

• A list of the immediate family members of each executhra officer of the Company. Under 
the policy, immediate family membet* means any child, stepchild, parent, stepparent, 
spouse, sibling, mothers- and fathers-in-law, sons- and daughters-ln-law and any person 
(other than a tenant or employee) sharing the same household as the diractor. executive 
officer or five-percent shareholder. 

• A list of the entities (except the Company) where a director or executive officer of the 
Company (or an immediate family member) is a director, executive officer or employee. 

• A list of the entities where a director or executive officer of the Company (or an hnmediale 
family member) is a partner or principal or hi a similar position or in which such person has 
a 10'% or greater beneficial ownership interest. 

• Each charitable or non-profit organization where a director or executive officer of the 
Company (or an immediate farNly member) Is an executive officer, ditector or trustee. 

• The Company identifies five-percent shareholders of the Company by reviswhig 
Schedules 13G and 130 filed with the SEC periodically. 
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• The Company compiles a list of aR above-referenced persons and entities provided by 
directors and executive officers, reviews the updated list, and expands the list if necessary, 
based on its review of SEC fifings and Internet searches. 

• The Company distributes the list within the Company, includittg applicable subsidiaries of the 
Company, and conducts periodic searches to identi^ any potential related-person 
transactions. 

• The Company reviews search results and, with respect to any transactions that fall within the 
definition of related-person transactions under the policy, subtrtits relevant hifocmaticn to the 
Audit Committee for approval, ratification or other action. The Nominating CommRtoe also 
reviews the identified related-person transactions in connection with its recommendations to 
the Board of Directors on file independence determinations of each director of the Company. 

In determining whether to approve or ratify a related-person transaction, the Audt Committee will 
consider, among otiiers, the following factors to the extent deemed relevant by the Audit Committee: 

• Whether the terms of the reiated-peraon transaction are fair to the Company and on tenns at 
least as favorable as would apply if the other party was not or did not have an affiliation with a 
cfirector, executive officer or five-percent shareholder of the Company. 

• Whether there are demonstrable business reasons for the Company to enter into the related- 
person transaction. 

• Whether the related-person transaction could Impair the independerx» of a director under the 
Compsm/s Standards for Director Independence. 

• Whether the related-person transaction would present an improper conflict of Interest for any 
(firector or executive officer of the Company, taking into account the size of the transaction, the 
overttil financial position of the director or executive officer, the direct or indirect nature of the 
Interest of the director or executive officer In the transaction, the ongoing nature of any 
proposed relationship, and any other factors the Audit Committee deems relevant 

Any member of the Audit Committee who has an interest in the transaction under dscusslon wU 
abstain from voting on the approval of the related-person transaction, but may, if so requested by the 
Chair of the Audit Committee, participate in soma or all of the Audit Committee’s discussions of the 
related-person transaction. Any related-person transaction that is not approved or ratified, as the case 
may be, wifi be voided, terminated or amended, or other actions will be taken in each case as 
determined by the Audit Committee so as to avoid or otherwise address any resulting conflict of 
interest. 

As required under SEC rules, transactions that are determined to be directly or indirectly material 
to the Company or a related person are disclosed in the Company's proxy statement 

Related-Person Transactions 

Dr. Shine is the executive vies chancelor for health affairs of the Univsrsity of Texas System (the 
“UT System’7, which includes six health institutions. The health institutions are part of the Company’s 
broad national network of hospitals and physicians and other care providers. During file UT System’s 
2008 fiscal ^ar, we paid the UT System approximately $248 mMfon for mscfical expenses on behalf of 
consumers who obtain health insurance from us and approximately $2.9 mIHon for other network 
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provider services. In addiNon, members of some of our self-funded customers paid approximately $150 
n^Hion for health care services received through the UT System. 

Dr. Shine had no interest in any of these transactions and was not Involved In the negotiations of 
any of the contractual agreements. We believe the pricing terms were determined on an amn's length 
basis and were within the range of comparable contracts with similar fac8ities in ttie Texas market. 

Advances of Defense Costs for Certain Litigation Matters 

Certain current atKf former officers and directors of the Company have been named as defendants 
in lawsuits arising out of the issues relating to the dating of stock options. The torrent and former 
directors and officets who have been named as defendants in these actions have a iegal right under 
the Minnesota Business Corporaton Act and Ihe Company's Bylaws to advancement of their costs of 
defense. Accordingly, In 2008, we have advanced defense costs on behalf cf the current and fornier 
directors and officets of approximately $16.8 million. 


COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION 

During fiscal 2008, Messrs. Darretta and Leatherdale and Dr. Wilensky served on the 
Compensation Committee. None of these persons has ever been an officer or empioyee of the 
Company or arty of our sidisktiarfes and has no interlocking relationships requiring disclosure under 
applicable SEC rules. 


AUDIT COMMITTEE REPORT 

The Audit Committee of our Board of Directors is comprised of three non-employee directors, all of 
whom are audit committee financial experts, as defined by the SEC. The Board of Directors has 
determined that al of 8ie members of the Audtt Committee are independertt within the meaning of the 
listing standards of the NYSE, the rules of the SEC and the Company’s Staixiards for Director 
Independence. The Audit Committee operates under a written chatter adopted by the Board of 
Directors. 

Management is responsible for the Company’s internal controls atvi the financial reporting 
process. The Company's independent registered public accounting firm, Deloitts A Touche LLP, is 
responsible for performing an independent audit of the Company's consolidated financial statements in 
accordance with the standards of the Public Company Accounting Oversight Board (United States), 
expressing an opinion as to the conformity of the finarxxal statements with generaly accepted 
accounting princes, and auditing management’s assessment of the effectiveness of internal control 
over finaiKial reporting. The Audit Crxnmittee’s responsibility is to monitor and oversee these 
processes. The Aurfit Committee has discussed and reviewed with both management and Dekxtte & 
Touche LLP management’s annual report on the Company’s internal control over financial reporting 
and Deloitte & Touche LLPs attestation. The Audit Committee also discussed with management and 
Drtoitte A Touche LLP ttte process used to support certifications by the Company’s Chief Executive 
Officer and Chief Financial Officer that are required by the SEC and the Sarbanes-Oxley Act of 2002 to 
accompany the Company’s periodic filings with the SEC and the process used to support 
management’s annual report on the Company’s kttemai controls over financial reporting. 
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Management represented to the Audit Committee that the Company's consolidated finandai 
statements were prepared in accordance wAth accounting principles generdly accepted in the United 
States of America, and the Audit Committee has reviewed and discussed with management and the 
Independent registered public accounting firm in separate sessions the Company's consolidated 
financial statements lor the fiscal years ended December 31 , 2008, December 31 , 2007 and 
December 31, 2006. 

The Audit Committee dsarssed with Deloitte & Touche LLP mtUers required to be dscissed by 
Statement on Auditing Standards No. 61 (Communications with Audit Committees) and Rule 2-07 of 
Regulation S-X. The Company's kidepen^nt registered public accountbig firm also provided to the 
Audit Crmnbttee the written disclosures and the letter required by applicable requirements of the 
Public Company Accounting Oversight Board regarding the independent registered public accounting 
firm's communirations with the Audit Committee concerning ind^endence, and the Audt Committee 
discussed with the independent registered public accounting firm the accounting firm's independence. 
In considering the independence of the independent registered pubUc accounting firm, the Audit 
Committee took into consMeration whether the provision of non-audit services is compatible with 
maintaining the independence of the independent registered public accounting firm. 

Based upon the Aucfit Committee's review of the finartcial statement, irxiependent discussions 
with management and Deloitte & Touche LLP, and die Audit Committee's review <4 the representation 
of management and the report of the independent registered pubic accounfing firm to the Audit 
Committee, the Audit Committee recommerxled to die Board of Directors that the wdited omsolidated 
financial statements for the years ended December 31, 2006, December 31, 2007 and December 31, 
2006 be included in lie Coinpany's Annual Report on Form 10-K, as amended, for the fiscal year 
ended December 31 , 2008 filed with the SEC. 

Members of die Audit Committee 

William C. Ballard, Jr., Chair 
Robert J. Darretta 
Glenn M. Renwick 


INDEPENDENT REGISTERED PUBUC ACCOUNTING RRM 


Dlsdosure of Fees Paid to Independent Registered Public Accounting Firm 


Aggregate fees billed to the Company for the fiscal year ended December 31 , 2008 represent lees 
billed by the Company's prindpat indeperident res^tsred public accounting firm, Deloitte & Touche 
LLP, the member limts of Deloitle Touche Tohmatsu, and their respective affiliates, which includes 
Deloitte Consulting (coliectively, Heloitte & Touche*). The AudH Committee pre-approved the audit and 
non-audit services provided in fiscal year 2008 by Deloitte & Touche, as reflected In the table below. 


Fwi Category 

Audft Fees 

Audit-FMted Fees <s) 

Total AtK^ and AiaSt Related Fees 

Tax Fees (b) 

AB Ott^er Fees (c) 

Total 


Ftoc^ Ywr Ended 


2008 

2007 

$23,765,000 

$25,650,000 

1,308,000 

1,800,000 

$25,163,000 

$27,450,000 

1,557,000 

1,650,000 

— 

125,000 

$26,720,000 

$29,225,000 
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{a) AiKtt-Related Fees Include benefit plan and other required audits, certain AtCPA agteed-^xin 

procedures, internal centred assessments and due dlHqence services. 

(b) Tax Fees Include tax compliance, planning aixl support sendees. 

(c) Alt Other Fees include certain actuarial reviews, security sterns assistance, risk mani^ment 

support and contract analysis and review assistance services. 

Audit Commitree’s Cmsideratkm of Independence of imfepMidsnt Registered PubHc 
Accoundng Firm 

The Au(£t Committee has reviewed the nature of non-audit services provkted by Oeloitte & Touche 
and has concluded ttiat these senrices are compatible with maintairring Ote firm's ability to senre as our 
independent registered puUic accounting firm. 

Audit and Non-Audit Services Approval Policy 

The Audit Comnitlss has adopted an Audit and Non-Audit Services Approval Rillcy (the ‘T'olicy") 
outlining the scope of services that Oeloitte & Touche may provide to the Company. The Prfiicy sets 
forth guMefines and procedures the Company must folow \rfien retaining tMortte & Touche to perform 
autfit, WKfit-reltded, tax and other services. In addition to providing detailed descripfions of the ^jecHic 
types of sendees which may be provided under these four categories, the PrXicy also specifies certain 
non-audit services fiiat may not be performed by Oeloitte & Touche under any cireumstaices. 

Pursuant fi) the PoHcy, the Audit Committee pre-approved for each service sub-c^fiegory a fee 
firrestiold utKter wtrich afi services are deemed pre-approved for ;KX)8 and 2009. AN fees r^nrted above 
were af^iroved pursuarfi to fiie Policy. Additional specific pre-approvefi is required fiom the Auett 
CommNtea to exceed these pre-approved dollar amounts for proposed new indhAfijal projects exceerfttg 
spedtied dollar thresholds, or to add new specific service sub-ealsgolies. The services provicted by ow 
indepeiKtent registered pubfic accounting ^ and related tees are discussed with the Audit Committee at 
each regular meeting, ^ file Policy is evaluated arxi updated paitodktaly by the Audit Committee. 

PROPOSAL 2 - RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

The AurSt Committee has appointed Oeloitte & Touche LLP as our indeperxlent registered piAlic 
accounting tbm for file fiscal year enrfing December 31 , 2009. The Board of Directefs has proposed fiiat 
shareholders ratify this appointment at the AnraiaJ Meeting. If shareholders do not ratify the appointment 
of Oeioifie & Touche LLP, the Audit Committee wil reconsider the appointment but is not obligated to 
s^point ant^ier tiidependent registered public accounting firm. The Audit CommUee evaluates, at least 
every three years, whether to rotate our independent registered public accounting fimi. 

Representatives of Oeloitte & Touche LLP are expected to be present at the meeting, wilt have an 
(fopoitimity to make a statement and will be available to respond to questions from shareholders. 

Ttm Bhtani Olmetora recomiMflcfsA voteFORnittfeaitorrof tftesetoeffonof OetoWe A 
Toudw LLP as our public accounting firm for thaflacal^ramUng 

Decambar $1, 2009. Proxias will ba votad FOR ratifying this aaleetkm imlaaa you ^)aclfy 
olherwisa. 
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SHAREHOLDER PROPOSAL 

The following shareholder proposal will be voted on at the Annual Meeting only if property 
presented by or on behalf of the shareholder proponent. The Board of Directors has recommended a 
vote against the proposal tor ttie reasons set forth following the proposal. 

Shareholder Proposal — Advisory Vote on Executive Compertsation 

We have been informed that The Nathan Cummings Foundation, 475 Tenth Avenue, 14*' Root, 
New York, New York 10018, a beneficial holder of 2,100 shares of common stock and in coniunction 
with Missionary Oblates of Mary Immaculate and Trillium Asset Management as co-sponsors, intends 
to introduce at the Annual Meeting the folowing resolution. 


ADVISORY VOTE ON EXECUTIVE COMPENSATION 

“RESOLVED, ttiat shareholders of UnitedHealth Group request die board of cNrectors to adopt a 
policy that provides shareholders the opportunity at each annual shareholder meeting to vote on an 
advisory resolution, proposed by mana^msnt, to ratHy Oie compensation erf the named executive 
officers (“NEOs") set forth in the proxy statement's Sunmary Compensation T*le (the “SCT) and the 
accompanying narrative disclosure of material factors providsd to understand rfie SCT (but not the 
Con^tensatlon Discussion and Analysis). The proposal sirfxnitted to shareholders should make clear 
that the vote is non-binding and would not aflect any compensation paid or awarded to any NEO.' 


SUPPORTING STATEMENT 


Former UntteePHealth Qrrxip CEO William McGuire recently agreed to pay $30 million and forlM 
3.7 million stock options as part of what the Wall Street Journal has referred to as, ‘one of the largest 
executive-pay givebacks in Mstory.* The prominerxto of this and other high profile cases has led to 
inaeasing tovestor concern over ballooning executive compensation. It has also led to frustration over 
the current lack of any formal mechanism tor investors to express opinions on the compensation rrf 
named executiva officers. 

Evidencing this corK»m, votes on ‘Say on Pay” resolutions in 2008 averaged 43% in favor, with 
ten resolutions receiving the support of a majority of shares voted. Nine leading public companiss have 
now agreed to an advisory vote. Forfowing Aflac's first advisory vote In 2008, the company's Chairman 
and CEO said, “An advisory vote on our compensation report is a helpful avenue for our shareholders 
to provide feedback on our pay-for-pertonnarKS compensatton philosophy arto pay package.' 

The influential proxy voting advisory service RiskMetrfes Group recommends voting in favor of 
‘Say on Pay* resokrtions, noting: “RiskMatrics encourages companies to allow shareholders to express 
their opinions of executive compensation practices by estabflshing an arwtual referendum process. An 
advisory vote on executive compensation is another step forward In enhancing board accountability.* 
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RiskMetrics Is not alone In Its support ot aMowing Investors to have a say on pay. In April 2007, the 
U.S. House of Representatives pass^ a bill to allow annual advisory votes by a 2-to-1 margin. During 
the 2008 presldenttal campaign. Senators Obama and McCain both voiced support for say on pay. In 
Europe, the EU Commission has recommended ttiat the directors' remuneraton policy be submitted to 
a vote to increase accountability. 

The CourtcH of Institutional Investors, which has also endorsed advtsory votes on pay, has stated 
that, “Executive compensation is the most critical and visible aspect of a company's governance.’ 
Shortly after the opbons-backdating scandal that led to the resi^tion of former Chair and CEO 
WiMam McGuire, current CEO Stephen Hemsiey offered assurances that IteltecRHearith would, “be 
unrelenting In achieving the highest standards for governance and integrity.’ (BuslnessWeek.com, 
10/18/06, The Ties UnitedHealth Failed to Disdose") We urge our board to uphold this promise by 
kisUtuting this best-practtce governance reform and allowing shareholders to have a say on pay. 

The Board of Directors unanimously recommends a vote AGAINST the foregoing proposal 
for the following reasons; 

The Board of Directors has carefully considered the proposal striim'itted by the Nathan Cummings 
Foundation and has concluded that the proposal would not be in the best interests of the Company and 
its sharehoktors at this time. CXir Nominating and Corporate Governance Committee and the entre 
Board have studied the merits of advisory votes carefuHy and continue to believe it Is not necessary to 
adopt this proposal. 

Our Compensation CommHtae, wHch consiste entirely of Independent directors, is responsible for 
the careM design and implementation ot our compensation policies and programs— as described In 
the section entitled “Compensation Dlsdosuie arxl Analysis - Elements of our Compensation 
Program.’ We believe that these compensation policies and programs are fitly serving the interests of 
the sharehdders arxl the Company, as wefl as being appropriately balatvted and competHIva to 
accomplish the critical tasks of recruiting and retaining talented senior executives and molivaring those 
executives to achieve superior value for our shareholders over the longer term. 

The proponent of this proposal believes that a non-birxling (yes or no) advisory vote by 
shareholders would provide an effective mechanism for investors to express opinions on the 
compensation of the named executive officers. In tact, executive compensation is a complex topic. A 
single yes or no vote does not effectively distinguish among the various elements of compensation and 
goats and thus does not offer a mechanism for constructive input by our shareholders Into a matter ot 
considerable complexity and great importance. 

The Board of Directors of the Company beieves that better altematives exist to obtain shareholder 
teput on our executivs compensation practices. For instance, we have taken the tollowing steps to 
promote greater engagement and accountability to shareholdets with resped to our executive 
compensation practices: 

• Our 2007 declassificatton of our board; 

• Our 2008 acbons to provide for majority voting for al directors; 
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• The independence of our Compensation Committee, in compliance with SEC, NYSE and IRS 
independence requirements for Compensation Committee membeis; 

• The regular extensive disclosures we provide on executive ccxnpensation. In compliance with 
SEC rdes. Including a thorough explanaflon of the Compan/s compensation philosophy and 
practices and the basis for particutar pay decisions; and 

• Ftegular discussions between UnitedHealth Group and our sharehoidars on executive pay, 
including direct outreach and engagement by the Company with a number of large, lorig* 
standing sharehokters for ixiiposes of listening to their insets and opinions about die 
Company's compensation practices and learning about executive compensation trends and 
developments. 

We believe that these actions have had and wilt continue to have direct and observable effects on 
our executive compwsation determinations. 

Shareholder proposals similar to this proposal have been presented for a shareholder vote at each 
of our last two annud meetings and, in each instance, have received less than a ms^ot^ support. In 
adCHion, the investment community is divided in its views about the usefulness of an advisory vote, 
when balanced against the resources required by the Investment community to imfdement it. Because 
of the corrtirHjIng interest of soma shareholdar groups, the Board of Erectors continues to beleve it is 
Importent for the Company to monitor developments In this area, but does not beltove that It would be 
prudent to adoftt an advisory vote policy at this time. 

EPr tfie reaaona deteribed above, the Board raeommanda a vote AGAINST thia proposal. 
Proxiaa will ba voted AGAINST the proposal unless you specify otbervriae. 


SHAREHOLDER PROPOSALS FOR THE NEXT ANNUAL MEETINO 

In order to be eligible for inclusion in our proxy statement for our 2010 Anruiai Meeting or to be 
cottsiderod at that meeting, shareholder proposals trust be received, in writing, at our priiKipal 
executive offices at UnitedHealth Group Center, 9900 Bren Road East, Minnetonka, Minnesota 55343, 
Attention: Secretary to the Board of Directors, not later than December 24, 2009. Shareholder 
proposals received after December 24, 2009 would be untimely. Shareholder proposals must be in the 
form provided in our Bylaws. If we do not receive a shareholder proposal by the deadline described 
above, the proposal may be excluded from the proxy statement and from consideration at the 2010 
Anruai Meeting. This stance notice requirement supersedes the notice period in SEC Rule 14a> 
4{c)(1 ) of the federal proxy rules regarding the discretionary proxy voting authority with respect to such 
shareholder business. 
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HOUSEHOLDING NOTICE 

We have »lopted “househoiding^ procedures that allow us to deliver one Notice or a single copy 
of each of the annual report, proxy statement and other documents related to a shareholder meeting to 
any household at which two or more shareholders reside who share the same last name or whom we 
believe to be members of the same family. Each registered shareholder IMrg in that household will 
receive a separate proxy card if the househdded proxy materials are received by man. 

If you participate in householding but wish to receive a separate copy of this proxy statement or 
our annual report, we will deliver a separata copy of these documents to you protnpUy upon your 
written or oral request to the Secretary to the Board of Directors, UnttedHealth Group Center, 9900 
Bren Road East, Minnetonka, Minnesota 55343, telephone (800) 328-5979. You may opt-in or opt-out 
of householding at any time by contacting our transfer agent. Wells Fargo Shareowner Services at 
(877) 602-7615. Your householding election wHI apply to all materials mailed more than 30 days after 
your request is received. 

Your participation in the householdirtg program is encouraged. It will reduce the volume of 
dupNcate Information received at your household as weV as the cost to us of ptiiMttg and mailing 
duplicate materials. As an alternative to householding, you may irtraose to receive documents 
electronically. Instructions for electing electronic delivery are described in Question 6 of the “Questions 
and Answers about the Annual Meeting and Voting* above. 

We have been notified that sotiw banks arxl brokers will hcxisehold proxy materials. If your shares 
are held in ‘street name' by a bank or broker, you may request information about householding from 
your bank or broker. 


OTHER MATTERS AT MEETING 

In accordance with the requirements of advance notice described in our Bylaws, no shareholder 
nominations or shareholder proposals other than those included in this proxy statement wil be 
presented at the 2009 Annual Meeting. We know of no ofiier matters that may come before the Annual 
Meeting. However, if any matters calling for a vote of the shareholders, other than those referred to in 
this proxy statement, should properly come before the meeting, the persons named in the enclosed 
proxy will vote such proxy according to thek Individual judgment. 

BY ORDER OF THE BOARD OF DIRECTORS, 

Dannette L. Smith 

Secretary to the Board of Directors 

Dated: April 23, 2009 
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UNITEDHEALTH GROUP 


APPENDIX A 


STANDARDS FOR DIRECTOR ll«)EPENDENCE 

The UnKedHoalth Group Board of Directors (the “Board") will be composed of a majortty of directors 
who are independent and Hs nominating, compensation and audit committees wNI be composed 
entirely of directors who are independent for purposes of the New York Stock Exchange (“NYSE") 
Corporate Governance Rules. For a director to be deemed “independent," the Board wil aflitmattvely 
deterrrsne, based on sdl relevant facts and circumstances, that the direckx has no material reiationsh'^ 
wi#i Unitecfl-lealth Group Incorporated (together with Its subsidiaries, the “Company"), either directly or 
as a director, partner, shareholder and/or officer of an entity that has a relationship with the Company. 
The Company will identify which directors are independent and disclose the basis for that 
determination in its annual proxy statement for the election of directors. The Board, pursuant to the 
recommendation of its nominating committee, has adopted the foltowtng guidelines to assist in 
determining independence. 

Material Relatlotwhips With The Company 

A director win be deemed to have a material relationship with the Company and not be considered 
Independent, if any of the following apply: 

• The (Erector or an immediate family member (as defined below) is, or has been within the last 
three years, employed by the Company or has received during any twelve-month period 
within the last three years any direct compensation from the Company, ottter than director and 
committee tees and pension or other forms of deterred compensation lor prior sen/ice 
(provided that such compensation is not in any way contingent on continued sendee); 

• The director is, or has been within the last three years, an taffiHated person" of the Company, 
as teat term is used in Section 10A of the Securities Exchange Act of 1934; 

• (A) The director or an immediate family member is a cunent partner of a firm teat is tee 
Company’s internal or external auditor; (B) tea director is a current employee of such a firm; 
(C) the director has an Immediate family member who is a current emplo^ of such a Arm 
and who participates in the firm’s audit, assurance or tax compliarxte (but not tax planning) 
practice; or (D) the director or an immediate family member was within the last three years 
(but is no lor^r) a partner or employee of such a firm and personsdiy worked on the 
Company’s audn within that time; 

• The director or an immediate family member is, or has been witNn tee last three years, 
employed as an executive officer of another company where any of the Compan/s present 
executive officers at the same time serves or served on that compen/s compensation 
committee; 

• The drector is a current employee, or an immediate family member is a current executive 
officer, of an entity teat has made payments te, or received payments from, the Company for 
property or sendees In an amount which, in any of tee last three fiscal years, exceeds the 
greater of $1 mNlion or 2% of the other company’s consolidated gross reverxjes; and 

• The director or an immediate family member is a cunent execubve officer of a tax-exempt 
o^anization that receives contributions from tee Company or a Company-afMlated tax 
exwnpt organization. In an amount which, in any of tee last three fiscal years, exceeds tee 
greater erf $1 million or 2% of the tax exempt organization’s consolidated cyoss revenues. 
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Material Relationships With An Executive Officer 

Consistent with the expectation that non-empioyee directors wiii not have protessional or flnanciai 
reiationships (inctudlns side-by-side investments) that couid impair their iridependence, a director will 
be deemed to have a mateiisi relationsNp with the Company and n<M be considered independent, if 
any of the following apply: 

• The director receives, or has an immediate family member who receives, any direct 
conpensaUon from an executive officer or any Immediate famHy member of an exeoitive 
officer of the Company: 

• An entity affiliated with the director or with an immediate family member receives any payment 
from any execxitive officer of the Company, other than in a routine, commercial or consumer 
transact with terms no more favorable than those customarily offered to similarty-situated 
persons; 

• The director or an immediate family member receives, or is affiliated with an entity that 
receives, any payment, whetfier direct or indirect, for legal, accounting, financial or other 
professional services providsd to an executivs officer of the Company or an immediate family 
member of an executive officer; and 

• The director or an immediate family member is a current executive officer of a tax-exempt 
organizatton that receives contributions from an executive officer of the Company, in an 
amount which exceeds the lesser of $50,000 or 1% of the tax exempt organization's 
consoNdatsd gross revenues in that fiscal year. 

Helattonships That Are Not Material 

A director generally wM not be deemed to have a material relationship with the Company and wM be 
considered independent, if any of the following, when viewed singularly, apply: 

• A transaction In which the director's interest arises solely from the director's position as a 
director or advisory director (or similar position) of another corporation or organization that is a 
party to the transaction, and the director cgd not participate In fortherance or approval of the 
transaction and the transaction was negotiated on an arms length basis; 

• A transaction in which the director's Interest arises solely from the director’s ownership of an 
equity or limited partnership interest In the other party to the transaction, so long as the 
aggregate ownership of aH directors, cBrector nominees, executive officers and 5% 
sharehoiders of the Company (together with their immediate family members) does not 
exceed 5% of the equity or partnership interests in that other party; 

• A relationship arising solely from the director's status as an employee or non-controMng 
equity owner of a company to which the Company was indebted at the end of the Company's 
last full fiscal year in an aggregate amount not in excess of 5% of the Company's total 
consolidated assets; 

• The director, or an organization of which the director is an executive officer or in a similar 
position, purchasing health care services from the Company on terms no more favorable to 
the director or such organization than those customarily offered to similarly-situated persons 
who are not directors or executive officers of the Company; 
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• Ownership by the director of equity or other securities of the Company, as tong as the director 
is not the beneficial owner, dire(% or indirectly, of more than 10% of any class of the 
Company's equity securities; 

• The receipt by the cHiector of compensation tor senrice as a member of the Board rtf Directors 
or any committee thereof, Inciuding regular benelits received by other outside drectors; 

• Any other relationship or transaction that is not listed above and In which the amount involved 
does not exceed $50,000; 

• Any immediate family member of the director having any of the above relationships; and 

• Any relationship between the Company and a rHxr-immediate family member of the director. 

Definitfons 

For purposes of these standards; 

• "Executive officer" means an “officer" witoin the meaning of Rule 16a-1(f) under the Securities 
Exchange Act of 1934; and 

• "Immediate family" means spouse, parents, children, siblings, mothers- and fathers-in-law, 
sons- and darghteis-ln-taw, brothers- and si$ters-in-taw and anyone (other than employees) 
sharing a person’s home. When applying the look-baek provision In Section 303A.02(b) of the 
NYSE’s Corporate Governance Rules, the Company ne^ not consider any person who is no 
longer an immediate family member as a result of legal separation or dvorce, or death or 
incapacitation. 

The Board shall undettake an annual review of the Independence of all non-employee directors. In 
SKlvance of the meeting at which this review occurs, each non-emptoyee director shall be asked to 
provide the Board with full information regardng the drector's business and other ralattonships with the 
Company and its affiliates and with senior management and their affWates to enable the Board to 
evaluate the director's IndeperKlence. 

Directors have an affirmative obligation to infonn the Board of any material changes in their 
circumstances or relationships that may impact their designation by the Board as “independent." This 
obligation includes all business relationships between, on the one hand directors or members of their 
immediate family, and, on the other hand, the Company and its affiliates or members of senior 
management and thek affitiates, whether or not such business relationships are subject to any other 
^roval requirements of the Company. 
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Health Care Cost Containment - How Technology Can Cut Red Tape 

introduction 

America is not getting gotKl value for the $2.6 trillion it spends on health care. Too few 
people have access to high quality care - and yet there is too much witste. Today the nation is 
once again grappling with how to respond. 

UnitedHealth (iroup .suppon.s the goal of imiv'ersal health care coverage, believing it is best 
achieved as part of fundamental modernization of how care Is delivered. So we accept our 
responsibility to contiibute innovatiw ideas and options that would enable tiiis to l)ecome reality. 

UnitedHealth ’s Onter for Health Reform & Modernization therefore recendy published 
Working Paper 1: Federal Health care CakI Conlainnienl - llmo in Practice Can it be Done? It 
identified $540 billion in potential medical cost savings to the Federal government over 
the next decade. These were baj^d on applying to traditional Medicare some of the well- 
tested techniques we as a company use in funding and managing the care of over 70 million 
Americans. They were not an exhaustive list of the programs we run. or the ideas we have for 
how to reduce cost growth. They were intended as an initial, constructive, contribution to the 
debate - aiming to .show that “it cjtn be done.” 

What this new Working Paper adds 

Where oiir first working paper focused on Federal savings in medical costs, this second 
working paper is a companion document that identifies practical ways In which technology 
can save money by modernizittg the administrative and transactional aspects of health care. 

Its focus is on .sa\ingp» across the health care system as a whole - .savings that will accrue to 
physicians, hospiuls and payers, and to consumers, employers and taxpayers. 

Through twelve building blocks we identity administrative savings opportunities of 
$332 billion in national health expenditure over the next decade. These savings would 
be likely to benefit families and employers ihrotigh lower health care costs. As importantly 
they would simplity’ the lives of patients, and eliminate much frustration on the part of 
doctors and ho.spiials. 

Of these $3.32 billion in administrative savings, we estimate that approximately 50 percent 
would accrue to providers (physicians and hospiuils), 20 percent directly to government in its 
role as a health care payer (through Medicare and Medicaid), and 30 percent to commercial 
payers. (In the options that follow, the combined governmeni and health plan stivings are 
identified as "payer” savings.) 

However there are a variety of mechanisms by which the federal government could capture 
a larger share of the savings, should it. so wish. It would first need to seta deadline by which 
many of the new .system-wide standards and processes would lake effect. For maximum effect, 
the new requirements w'ould need to cover all hospitals, phv'siclan offices, health plans and all 
public payers. Once the new proce.s.ses had taken effect, the resulting administrative savings 
could help offset the subsidy cost of health care coverage expansions for the newly insured, 
and the governmeni might also take account of expected overall productivity gains in setting 
Medicare and Medicaid provider payments. There are also other possible mechanisms that 
governmeni could u.se to capture more of the savings. But whether it does so or not, we 
believe the.se changes make .sense, and need to be adopted comprehensively. 
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Basis of sa\rings estimates 

These prt)p<)sals derive from our experience - not iusl as a large payer and care inanagtnneni 
organization, hut as one of the largest health care technolt^ companies in the United 
Stales. UnitedHealth Group's 12,(H)0 technology professionals os’entee SO terabytes of health 
care data and invest seven million hours annually in application development. In funding 
and an anging $115 billion of health care we interact with over 5000 hospitals and 650,000 
physicians across the coimtiT. Each year our technology systems proce-ss 60 billion transactions 
and support 82 million calls, routed to 20,000 customer service agents. 

Ttie ideas in this document are supportive of industry-wide approaches to administrative 
simplification being advanced by AHIP. This working paper draw^ on the distinctive 
experience and insights of UnitedHealth (iroup particularly regarding likely savings impacts 
and “real world” implementation issues. While not intended as a comprehensive list of 
options, we believe the twelve approaches identified here are sufficiently detailed to permit 
reasonable savings estimates. Where individual options arc interdependent or potentially 
overlap, we have sought to net-out pcxssibly duplicative savings estimates. 

In addition to these administrative savings, they would create substantial medical cost savings. 
Only a subset of them are identified in this paper, and none of them are included in the 
$332 billion figure. For example, the prospective approach to fraud reduction di,scus.sed in 
Options 9 and 10 could save an additional $362 billion in medical costs over the next decade. 
.Some aspects of these medical savings were discussed in our first w'orking paper, hut most 
were not. 

Two caveats 

We recognize that while there are many opportunities to make savings in administrative 
costs, payers’ costs represent a small share of total health spending. Tlie Congressional 
Budget Office calculates that only 7 cents in every dollar of national health spending goes 
on “administration and the net co.st of private insurance.”' Wliile administrative costs are 
certainly worth pursuing, they pale in significance compared with savings opportunities 
from medical costs. 

That points to a second caveat: administrative programs can have ijnporiani positive impacts 
on reducing wasteful medical costs. Fraud reduction programs are the nnxsi obvious example, 
where there is ample evidence that Medicare’s administrative under-investment in fact costs 
taxpayers through avoidable fraud.^ Health plans - and self insured employers - also spend 
administratively on a wide range of programs that provide patients information to sttppon 
them make informed choice.s, and that idemitv- and incentivize best practices on the part of 
physicians and hospitals. 

However many of these approaches are alxsent from traditional fee-for-service government 
health programs. By under-investing in modern management techniques, government 
therefore oveivspends on inefficient or wasteful medical services. The Ck)ngressional Budget 
Office estimates that health plans’ use of the.se administrative initiatives can reduce medical 
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costs by 5-10 perceni.* It follows that minimizing administrative ctwts should not be a public 
policy goal in isolation, and refornt options for new prt^ams shotiid he assessed against iheit 
ability to tackle the well-documented problems of fraud, waste and inappropriate utilization 
that affect US health care loday.^ 

What needs to change 

Onr ex}>eriences suggest that even wliere the technology exists and efforts have been made 
to introduce it, its full potential is not being realized. For example, UnitedHealth (iroup now 
hits 30 million magnetic swipe cards in circulation that would eliminate much red tape for 
patients, but full adoption will require greater uptake of matching technology by doctors' 
offices and hospitals across the nation. 

We therefore believe that shared and consistent action Is now' needed across all payers - 
commercial and governmental - in partnership with physicians and hospitals, so as to unleash 
the savings identified in this Working Paper. We call for: 

- lighter mandatoiy data and transaction standards 

- the elimination of antiquated manual processes, unnecessary paperwork, and redundant 
intermediaries 

- automated paymetii accuracy processes across the health care system 

- a single credentialing and quality measurement process, and 

- a sophisticated and consistent regulatory regime. 

In this wiy we think it should be possible to better balance two ol^eclives: innovation and 
continuous improvement from choice and competition between America’s 1300 payers, while 
removing the cost of duplicative and inconsistent administrative proces.ses. 

In doing so, we believe it is possible to distinguish between value-added administrative 
programs, versus those that add little and .simply exist tor historical rea.sons. Making that 
distinction is what we set out to do in this Working Paper. The result, we hope, is a substantive 
contribution to the fbnnulation of a “route map" to better care with le.ss red tape and lower 
administnttive overhead. 
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Summary of proposed actions/recommendations 


A. Required use of common technology and information standards, with 
enhanced interoperability and connectivity 

2010-2019 Savings 

Option 1 : Rapidiy develop and adopt system-wide data and transaction standards to simplify 
administration and improve patients' diagnosis, treatment and outcomes. 

Foundational 

Option 2: Use of automated cards to validate patient eligibility ami tenefits at the point of service. 

~$18 hillion 

Option 3: Eliminate explanation of benefits for each transaction ami replace with monthly 
personalized health statements, delivered through ^ure online portals wrtiere possible. 

~$14 billion 

Optimi 4: Eliminate paper checks and Paper Remittance Advice in favor of electronic funds transfer 
and electronic remittance advice. 

-$109 billion 

Option 5: Implement multi-payer traimactional capability mi Pr%tic8 Managmnent infmmation Systems. 

bilHon 

Option 6: Expand use of ElecU'onic Data Interchange for claims, eligibility and coverage verification, 
notification/administration and claims status. 

~$31 billion 

Option 7: integrate Practice Management Information Systems and payer administrative systems. 

~$11 billion 

Option 8; Integrate essential element of electronic medical records and personal health records 

and promote information sharing and use of data to in^rove prevention and coordination of care. 

~$13 billion 

B. Use advanced system-wide techniques to improve payment speed and accuracy 

Option 9: Use predictive modeling to prescore claims for Coordination of Benefits, upcoding, 
subrogation, fraud and medical management prior to payment. 

~$47 billion 

Option 10: Create a national payment accuracy clearinghouse to settle undm-payments and 
over-payments. 

~$41 billion 

C. Streamlined provider credentialing, privileging and quality designation processes 

Option It: Eliminate multiple payer credentialing and separate hospital privileging. 

Develop industry utility for credentialing. 

~$18 billion 

Option 12: Adopt common quality designation standards and create single health information 
database for quality determination. 

-$1 billion 


Potential administrative savings to the health care system by applying 
these selected programs are estimated at approximately $3^ billion 
during 2010-2019, assuming reasonable implementation phasing. 


I Un. liiKjlogy Can Cut Red Tap^aflci Sinij ' lA- 
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Option T Rapidly develop and adopt health system-wide data and 
transaction standards to simplify administration and 
improve patients' diagnosis, treatment and outcomes. 


Current system: The nation’s health care system 
badly lags behind many other sectors of the U.S. 
economy in terms of its use of widely adopted data 
and transactional standards. The results include: 
frequent inability to properly coordinate patients’ 
care; doctor and hospital frusiratiott at the 
amount of administrative red tape; and exc^sive 
cost incurred on administrative activity that 
does not add value to health care. Paper-l>a.scd 
processes are all too typical where technology 
conld easily streamline care funding and delivery'. 
Progress made through HIPAA standaixls is a first 
step toward administrative simplification, helping 
facilitate electronic interactions between pay-el's 
and care providers. But these standards still leave 
too much room for variation caused by payer- 
specific requirements and multiple "companion 
guides.” If health care Is to advance to the level of 
interoperability found in many other industrie.s, 
there need to be new guidelines that eliminate 
variation in data and transaction sutndards, while 
meaningfully enhancing the value of the data 
exchanged. These standards should etiable direct 
exchange among participants in the system, 
a.s oppo.sed to using translation intermediaries 
or clearinghouses, (kin enily, the industiy has 
embraced several standards-selting organiztuions, 
with specific recognition given to XI2 attd (’.ORE 
as the two best situated to develop administrative 
exchange guidelines. 


Proposed solution: We recommend and support 
much more rapid adoption of tighter data and 
transaction standards, starting with TORE Phase 1 
and II eligibility and benefit rules, then moving 
quickly on to tightened standards for exchanging 
other HIPAA items, including claims submission, 
claims inquiry-, electronic funds transfer, electronic 
remittance and auto posting, prior authorization/ 
notification, and demographic updates. These 
new standards should also cover critical encounter 
data, such a.s care plan, lab results, conditions 
anti Rx orders. We envision this information 
being shared with individuals through a Health 
Information Exchange in a fully secure, private 
environment. The information will then as.sist care 
providers and health plans in engaging patients 
and c<K)rdinaiingcare. 

Estimated cost savings: Wider and faster adoption 
of programs iLsing these standardized types of 
clinical data would over time help reduce lifestyle- 
driven illnesses, improve patient .safety, advance 
the adoption of “payTor-perfonnance” programs 
and support innovative l^enefit designs that 
reward people lor adopting healthy behaviors. 
However, <lata and transaction standards on their 
own produce few savings, and should in.stead 
be regarded as “foundational.” Because other 
sections of this Working Paper (Options 2. 4-8 and 
12) i-equire use of these standards to make further 
advances, the savings are not separately quantified 
under this option. 
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Option 2 Use automated cards to validate patient eligibility and benefits 
^ at the point of service. 

(Billions of DoI|3is| 2010 2011 2012 2013 2014 2010-2014 2010-2019 

Payer 0.0 0.4 0.7 1.1 1.1 3.3 9.9 

Provider 0.0 0.3 0.8 0.9 TO 2.8 8.3 

Total 0.0 0.7 1.3 2.0 2.1 6.1 18.2 


Cuirent s^em: When a paiieni visits a doctor’s 
office or hospital, the clerical staff often 
photocopy information from the patient’s health 
plan identification card. To verify eligibilit)', 
about 60 percent of providers' offices access a 
health plan's call center. This process, and the 
subsequent claims submis.sion and adjudication 
are typically performed after care has been 
provided. These manual methods cause delays 
in processing that are costly and confusing to 
patients. They also result in delayed billing 
and settlement, which can make it harder for 
physicians to be paid what they are owed by 
the patient. This contributes to an estimated 
$60 billion in bad debt write-offs annually across 
the health care .system. 

Proposed soiutton: Using secure swipe card 
technoU)gy - or an appropriate automated Jink 
to a doctor’s or hospital’s systems - the pnnider 
can view in real-time the patient’s eligibility for 
benefits, and accurately ascertitin what will l>e 
reimbursed by the insurer/employer. The doctor 
or ho.spital can then request payment for the visit 
in real time while submitting a claim electronically 
to the health plan or other payer. UnitedHealth 
Group currently has 30 million medical ID swipe 
cards in circulation that can achieve this sohiiion. 
Besides the efficiency gains in eligibility and 
benefit verification, these cards also contribute 
to better care by providing doctors with access to 
a patiem’.s personal health record and relev^ant 
health alerts. Barriers to higher adoption «)f 
this technology include lack of consistent datii 
standards, provider reluctance to alter workflows 
and practices, and lack of development and use of 
multi-payer applications in PMIS systems. 


To overcome these harriers to adoption we 
recommend tliat: 1) all health care payere adopt 
W'EDI identification card standards and electronic 
eligibility capabilities; 2) payers agree to provide a 
single acces-s point ft)r eligibility infbnnaiion and 
electronic claims filing; 3) health care providers 
be incentivized from the future savinjp* stream 
to acquire the relevant technolog)’ and broadly 
implement it in their practices; and 4) PMIS 
s)’siems be extended to include basic multi-payer 
inquiry’ and claims submission capability. 

Estimated cost savings: Inceniivizing or mandating 
electronic eligibility adoption to 95 percent by 
2019 results in an estimated $18.2 billion in 
savings ovei’ 10 years. It should also be noted that 
other l>eneftt.s from this option have not Ix'en 
included in the savings esiimatc-s. The.se include 
the likeIih<K>d that for each 10 percent increa.se 
in electronic eligibility verification there is a 3 
percent increase in total eligibility verifications; 
eligibility wrile-ofis fall by 2.5 percent as a percent 
of net patient revenue; tmd there are other 
general reductions in administrative burdens in 
care providei's’ offices. These would l)e likely to 
offset the investments needed to implement lhe,se 
change.s, which in the case of providers wx>uld 
include third track card readers (if they choo.se 
swi{)c technology), die ability to import benefits 
and payment information into their PMIS system, 
and related PMIS .system upgrades. 


Ho'.. Jcclinolog)' Can Cait Red Tape and Simp!:. 
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, j Option 3 Eliminate explanation of benefits (EOBs) for each transaction and 
replace with monthly personalized health statements, delivered 
through secure online portals where possible. 


(Billions of Dollars) 

2010 

2011 

2012 

2013 

2014 

2010-2014 

2010-2019 

Payer 

0.0 

0.5 

0.7 

1.2 

1.5 

3.9 

14.4 

Provider 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Total 

0.0 

0.5 

0.7 

1.2 

1.5 

3.9 

14.4 


Current system: After a patieni visits a health care 
provider, an explanation of benefits (EOB) is 
delivered, itsnally by mail. It des{:ril>e.s the services 
provided, ihe payment sent to the doctor, an<i the 
amount the patient can expect to pay. Stamped on 
the document are the words, “This is not a bill.” 
Most payer systems send EOBs for every claim and 
may be required by law to do so. Tliis can lead to 
confusion, wasted resources and unpaid bills. 
Proposed solution: Individual EOBs for each service 
should be universally replaced with a monthly 
health statement. The statement would combine 
all health care activity and explain clearly to 
patients which elements their employer/insurer 
was responsible for. Even better, a truly modern 
heiUlh system would have consumers receiving 
their suitements electronically ihrough a st'cnre 
health plan portal, reducing the number of 
mailings to members - saving postage, processing, 
and paper - as well as lime spent clarifying the 
meaning of mailed EOBs by customer service 
representatives. That is what UniiedHealih Group 
already does to the extent permitted by state law - 
and that is the approach that should be universally 
available across the health care s)^tem. 


Estimated cost savings: Migrating individual paper 
EOBs to monthly paper statements would save 
$9.6 billion over the next U) years. By moving 
to online statements, an additional $4.8 billion 
would be saved for a total savings of $14.4 billion. 
Further savings (which have not been quantified 
in these estimates) would result from reduced calls 
among patients, care providers and payers. 


.;log)’ Can ('ut Red Tiipe and Simplift- Her.'. 
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Option 4 Eliminate paper checks and Paper Remittance Advice in favor of 
electronic funds transfer and electronic remittance advice. 


(Billions of Dollars) 2010 a)11 2012 2013 2014 2010-2014 2010-2019 

Payer 0.0 1.5 1.8 2.2 2.5 8.0 21.7 

Provider 0,0 6.1 13 8.6 10.0 32.0 86.9 

Total 0.0 7.6 9.1 10.8 12.5 40.0 108.6 


Current system; Wlien health cat e providei-s treat 
patients, they submit claims by niamuil and 
electronic means to health plans or other payers for 
payment. The plans then acljndicaie die claims and 
.send payments (usually checks), and remittance 
advices (printed and mailed) to the pmsiders. 
Providers then reconcile payments, assess patient 
responsibility and bill patients. McKinsey estimates 
that d(Ktors and other health care providers spend 
.$100 billion or more on the laborious process 
of managing claims submissions. Unii«lHeakh 
(iroup’s OptumHealih 2008 sun-’ey of physician 
practices found that 20 percent of physicians were 
submit ting all claims electronically, 6 percent were 
rt!ceiving idl remitumce advices electronically 
and only 3 percent weix* receiving all payments 
electixinically. Latter numbers of physicians were 
using a combination of paper-based and electronic 
systems: 68 percent for submitting claims, 

57 percent for receiving remiiaince advices an<l 
47 percent for receiving payments. When asked 
what prevented them from fuller adoption of 
electronic claims proces.sing and pttyinent, those 
surveyed cited physicians’ preference and the lack 
of a reliable, easy-K>use system that encompassed 
all payers. 


Proposed solution: Providers should be required 
to receive both claims payments and remittance 
advices electronically, eliminating millions 
of dollars in printing and ptwuvge costs and 
improving efficiency with bundled payments 
deposited directly into providers’ bank accounts. 
Providers’ administrative staff could then access 
Electronic Remittance Advice (ERAs) through 
an online system that lets them view, print and/ 
or download ERAs into their own practice 
management system. The technology for this 
solution exists today. UnitedHealth Group’s 
commercial busine.ss already delivers 55 percent 
of claims payments and remittances electronically 
to more than 4{)0.()()0 health care professionals 
nationwide. The largest electronic claims 
paymetu systems include Emdet)n. Payformance 
and OptumHealih Electronic Payments and 
Statements (EPS). 

Estimated cost savings; Mandating electronic 
payment adoption so that it increases from 
40 percent to 90 percent by 2019 could stive the 
U.S. health care sy'stem an estimated $109 billion 
over the next 10 years. 
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Option 5 Implement multi-payer transactional capability on PMIS systems. 


2010 Mil a)12 2013 2014 2010-2014 2010-2019 

Payer 0.1 0.2 0.3 0.3 0.4 1,2 3,2 

Provider 0.6 U IT 2^ 10,1 26.2 

Total 0.7 1.4 3.0 3.1 3.2 11.3 29.4 


Current system: Most Practice Managemetii 
Infomiaiion Systems already allow the creation of 
basic claims tbmiats, and matiy base the ability to 
post what is kntjvvn as a “stantlard 8,H5 iianstrction.” 
Some also have the ability to handle so-called 
270/271, 276/277 and other standard HIPAA 
transactions. But most of these sv'sietrtsdo not have 
the ability to handle the multitude df payer .specific 
requirements (“companion guides”). Indeed, some 
older .ss'stems do not have the ability to genci-aie 
a HiPAA<ompliant version of tltese transactions. 
These limitations mean tltat providers often use 
an iniermediiuty clearinghouse U) gitin access to all 
payere. These cleaiinglioiises also provide varying 
tlegrees of tbnnat translation, HIPAA validation, 
and claims editing services to help providers with 
compliance and reimbui'senient. Since no single 
clearinghouse provides a full “all conneciiviiy, 

each clearinghouse "trades” connecihity with other 
clearinghouses to create a network that enables 
all payers to he reached. In this piecemeal system, 
a single claim may tiaverse Uiree or more “hops” 
each with its own edii.s lx*fore reaching the payer. 

In addition lo the direct cost associated with this 
procejw, a “claiitis failuix*” may happ<-n at any jx)int 
in this chain of custody, with limited visibility as to 
where detiials may have occurred and the rationale 
for those denials. Likewise, the payer cannot l>e 
assured that the infbnnation receivett has not Ix^en 
inappropriately modified in some w^y by one of the 
intennediary steps. 


Proposed solution: If all of the variation arising 
from individual payers' requirements w^ere 
eliminated, direct provider PMIS lo payer 
connectivity would be possible (although some 
foiTn of imennediaiy clearinghouse might still 
be needed for production control, validation, 
customer services and updating of health 
plan and provider connectivity). The resulting 
system would have far fewer clearinghouses 
and would support a lew super-regional hub 
gateways (potentially as part of the NHIN) that 
aggregate payer connectivity and that provide 
gateways to direct provider connectivity or 
local geographic aggregator exchanges (HIEs), 
These gateways would handle the full range of 
electronic connectivity for payers and could, in 
addition to providing administrative and financial 
functions, also provide clinical connectivity and 
analytics. Cxnnbining administrative and clinical 
functions would re.suli in vibrant regional health 
information exchanges. In order to realize this 
potential, government should promote this 
approach by: 

- Sttpporiing national standards and specifications 
for regional gateways 

- Setting a timetable for implementation 
of clinical, administrative, analytics, and 
financial imxlules 

- Rolling-om and enforcing a single, non-variable 
format for all administrative transactions 

- Providing the national regulatory infrasimciure 
for privaev' and security for the whole 

health care svstem. 
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Option 5 
(Cont.) 


Regional Gateway Functions 


• Clinical transactions 

- Electronic health records 

- Labs results 

- Pharmacy 

- Ciinicai summary 

- Personal health records 

• Administrative transactions 

- Real time adjudication/iniegraied 
payer rules 

- Claims eligibility, coverage, status 
Quality and analytics 

- Integrated clinical and 
administrative data 

- Commtm pmvidcr measurements 
& processes 

Financial transactions 

- Electronic funds transfers 

- Statement remittances 


Estimated cost savings: Implementing a technology g-ateway by 2012 results in an estimated 3529 billion in 
savings by 2019. Using data from the Califoniia Office of Statewide Health Planning and Development 
(OSHPD) and the recent Ciusalino study, we estimate that the total internal administrative costs for 
provider Interactions related to claims transaction and payment is around S60 billion per year. Full 
standardization and common exchange pathways would lower the cost of these interactions and 
associated technology, billing and clearingliouse co.sts, which loud an additional $9 to S12 billion a year. 
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Option 6 Expand use of Electronic Data Interchange for claims, eligibility and 
coverage verification, notification/administration and claims status. 



2010 

2011 

2012 

2013 

2014 

2010-2014 

2010-2019 

Payer 

0.1 

0.6 

2.0 

2.7 

2.9 

8.4 

24.9 

Provider 

0.0 

0.2 

0.5 

0.7 

0.7 

2.1 

6.2 

Total 

0.1 

0.8 

2.S 

3.4 

3.6 

10.5 

31.1 


Proposed solution: In additit)n to the me of smart Estimated cost savings: Advancing the use of EDI 
cards (Option 2) and EFT and ERA (Option on astaged basts through 2012 resiilLs in S3I 

4), providers could also adopt EDI for claims billion in savings over 10 years, 

status checking (27B/277) and other eligibility associated tvith each transaction 

verification outside sehcduliiig and registration however, it is generally accepted that 

processes for coverage verification. ^ blended savings rate of .S2.20-S2.3() accrues 

to the system for the u.se of each electronic 
transaction. This ranges from about $1 per claim, 
$2.50 per eligibility check, more than $10 for 
some referrals and $50 or more for processing a 
denied, appealed claim. Net of the savings that 
have already been captured in Options 2 and 4, 
H'e estimate that 95 percent adopiitm for EDI for 
all eligibility checking and claims status checking 
would yield an additional .savings of $$1 billion 
over 10 years. 
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Option 7 Integrate PMIS and payer administrative systems, 
minimizing the need for clearinghouses. 



2010 

2011 

Ml 2 

2013 

2014 

2010-2014 

2010-2013 

Payer 

0.0 

0.1 

0.1 

0.1 

0.1 

0.5 

1.3 

Provider 

0.3 

0.5 

0.9 

1.0 

1.0 

3.7 

9.4 

Total 

0.3 

0.5 

1.1 

1.1 

1.2 

4.2 

10.7 


Current S^em: The majority of pt uctice management 
information s)'siems currently do not connect 
directly to payer adjudication .s\^ienis, as a result of 
payer-specific variations. Instead, claims are tistially 
transmitted through clearinglitiuses and other 
intermediaries and ntay traverse three or more 
“hops” prior to reaching their final destination. 
Proposed solution: If all payer-specific variations 
were retnoved from the health care system, 
direct PMLS-payer connectivity could be achiewd 
through a “pure lechnolog)^” intermediary that 
correctly identifies appropriate counterpariic-s 
for claims lran.sniis.sions and which is continually 
updated to reflect new counterparty connections. 
AUernalively, both provider.s and payers could 
adopt ASP-biLsed adjudication and POMIS systems. 
This solution reflects a stripped down version of 
Option 8 without the full benefits of the value-add 
that could exist within “technology gateways.” 


Estimated cost savings; The sa\ings in this option 
are over and above those detailed in Option 5. 
Increasing integration between payer and care 
provider sy.siems could result in an estimated 
$I I billion in savings over 10 years. Savings from 
reductions in manual transactions are mostly 
reflected in other sections of this Working Paper. 
However, the incremental impact of reducing 
the need for intermediaries is estimated at 
§0,75 billion to 1.25 billion annually, based on 
a $1.5 billion to $2 billion market spend on 
clearinghoust:s minus the impact of Option 5. 
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Option 8 Integrate essential elements of electronic medical records and 

personal health records and promote information sharing and use of 
data to improve prevention and coordination of care. 

2010 2011 2012 2013 2814 2018-2014 2010-2819 

Payer 0.0 0.0 0.3 0.7 1.0 2.0 9.9 

Provider 0.0 M OJ 02 Oj 07 3.3 

Total 0.0 0.0 0.4 0.9 1.4 2.7 13.2 

Medical, non additive 0.0 0.0 3.2 B.7 W.5 20.4 W19 


Cuirent system: The nation’s health care system 
currently lacks critical information-sharing 
between patients, hospitals and doctors, and 
payers. Too often, even where they have been 
adopted, Electronic Medical Records (EMRs) 
do not integrate with Personal Health Records 
(PHRs). Arguably the most complete longitudinal 
and usable records of care reside within payer 
databases - particularly those capable of episode 
treatment aggregation, integrated PHR display 
and national population surveillance, like those 
found at UnitedHealth (iroup. 

Proposed solution; To make health care truly 
interoperable, the capabilities of EMRs need to 
be integrated with the PHRs. The best source for 
these PHRs are iho.se that validate the underlying 
activity through to claims payment, and which 
therefore reside with the payer. However, these 
PHRs do not currently contain the critical 
information to ensure proper follow-up by patients 
and their various care providers, ihai can only be 
supplied by the care provider, including Rx orders, 
lab values, care plan.s and referrals, all of which 
largely go unmoniiored. UnitedHealth (houp has 
developed a national system which is updated daily 
with individual patient data and then prioritizes 
the patient’s health care needs each night, for 
outreach by over 12,500 of our clinicians and 
other support .staff, who ensure any mksing care is 
provided in a timely manner. This helps patients 
keep medications refilled, en.sures that tests are 
administered at proper intervals, wellness routines 
and education are properly supported and 
evidence-based medicine guidelines are followed. 


These activities form a vital care cooidination 
function that is not universally available across the 
health care delivery system. 

Estimated cost savings; If implementation of 
this solution is p!iased-in between 2012 and 
2014. administrative cost savings over the next 
decade are estimated at $13 billion. We expect 
an additional $102 billion in medical cost savings 
would be a.ssociaied with this .solution. Because this 
option relies in part on the adoption of EMRs, the 
full l>enefits of the program w'oiild take some time 
to achieve. However, we regard this as fea-sible 
given that UnitedHealth Group, for example, 
already has the capacity to administer a national 
surveillance system. It would need little time to 
fully aggreg-aie all payer data and EMR outputs to 
achieve the full potential benefits of this option. 
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Option 9 Use predictive modeling to pre-score claims for COB, 
upcoding, subrogation, fraud and medical management 
prior to payment. 



2010 


2312 

2013 

2014 

2010-2014 

2010-2019 

Payer 

0.0 

2.1 

4.5 

4.8 

5.1 

16,4 

47,4 

Provider 

0.0 

0.0 

0.0 

0.0 

0.0 

0,0 

0.0 

Total 

0.0 

2.1 

4.5 

4.8 

5.1 

16.4 

47.4 

Medical, non additive 








Commercial 

0.0 

10.9 

214 

25.0 

26.5 

85.8 

248.4 

Government 

0.0 

6.2 

10.0 

10.8 

116 

38.6 

113.3 


Cunent system: The FBI's financial crimes report 
in 2(K)7 estimated that .'wjmewhere between 
3 percent to 10 percent of total health care spend 
is attributable to fraud, overpayments, ctxtrdinaiion 
of benefits and subrogation errors. This means that 
up to S260 billion a year in associated costs are due 
to health care fraud. According to the National 
Health Citre .\nii-Fraud Associatitm, approximately 
70 percent ot payers currently employ some fi>rm of 
anthfraud system mostly following a “pay anti chase" 
meihtxiology - that is. they attempt to correct the 
problem after it has occurred. 

Proposed solution: A national predictive nuKlel 
pre-scoring servnce would actively monitor ant! flag 
claims prior to payment, leatling to a more robust 
real time adjudication process for most payments. 
This service, coupled with the establishment of a 
national payment accuracy clearinghouse (Option 
10), would reduce the insninces of mispayment 
and administrath’e friction betwtxm payers 
and providers. 


Estimated cost savings: UnitedHealth Group's 
experience suggests that savings are obtainable of 
between 2 ^lerceni and 7 percent (depending on 
the ly^ie of healtli seivice) for employer-sponsored 
and the Medicare and Medicaid programs, net 
of as.sociated contingency and recoverv' costs. 
A[)plying these figures natiorrally, we estimate that 
implementing payment accuiacy-rehued piedicaive 
mrrdeling, in combination with fhe Payment 
Accuracycleaiinghou.se (discussed as Option 10), 
has the potential to reduce admini.str.uive costs 
a.s.sociaied wiili inappropriate medical payments 
over the next decade by $47 billion. In addition, as 
the health care system beconres better at detecting 
fraud, waste and abuse, the incidence of fraud is 
likely to decline. 

We also anticipate that medical costs related to 
overpayments could lx* reduced by an estimated 
$362 billion over the same period. 
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Option 10 Create a national payment accuracy clearinghouse to settle under- 
payments and over-payments. 


2010 2011 2012 2013 2014 2010-2014 2010-2019 

Payer 0.0 1.0 2.1 2.2 2.2 7.5 20.3 

Provider 0.0 10 2j U 20 TO 20.4 

Total 0.0 2.0 4.2 4.4 4.5 16.1 40.7 


Cuirent system: Processing over/under payments is 
a costly and time consuming process marked by a 
high degree of manual intervention 
and investigation, Imt with varying degrees of 
efi'ecdvenes.s. 

Proposed solution: Deploy a national, third party 
clearinghouse to audit and ensure correct 
payments. If combined with adoption of a single, 
non-variable format for all transactions, the added 
transparency would make coninict compliance 
much easier for both providers and payers. 

This would mean payers and provident shared 
a common platform to address pavTiieni crrt>i's 
and settle credit balances, allowing for inventory' 
management, elecmmic settlement and reporting 
and audit. This shared utility would still pennii 
appropriate analysi.s of pa>Tneni data and data 
mining - either by the cleaiinghouse itself or the 
individual payers. 


Estimated cost savings: Implementation of a 
national payinent accuracy clearinghouse could 
result in $41 billion in sayings over 10 yeai-s. We 
estimate that a 20 percent to 30 percent reduction 
in spending liy hospiuils, physicians and payers 
on collections and claims management can 
be achieved through such a nali<jnal payment 
accuracy clearinghouse, as a result of centralized 
credit resolution, reductions in the number of 
payer-provider interactions needed to resolve a 
claim, and pre-and post- tracking of ouLstanding 
credit re.solution balance.s. This equates to 
potential savings on the provider side of $l .5 
billion to $2 billion of administrative cost, and for 
payei-s, sayings of $2 billion to $3 billion. (Note: 
the estimated value of reducing mis-payTiients has 
already been captured in Option 9.) 


HB»' li;ci!i:ology Can Cut Red "Rtpe and Simplifr Hedt!', Ci'xc . 
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Option 11 Eliminate multiple payer credentialing and separate hospital 
privileging. Develop industry utility for credentialing. 


2010 2011 2012 2013 2014 2010-2014 2010-2019 

Payer 0.0 0.6 0.6 0.7 0,7 2,6 7.1 

Provider 0.0 1^ U 1 J U 4.3 10.5 

Total 0.0 1.6 1.7 1.8 1.8 6.9 17.6 


Current system: Health plans typically have their 
own unique credentialing requirements for 
participating physicians and hospitals. Pi-oviders 
often need to apply for accreditation from each 
insurer separately. For hospitals, this process can 
co.st up to $60,000 per application. In addition, 
physicians are subjected to various hospital 
privileging proce.sses using varied criteria. 

Proposed solution: Using a single standardized 
process for accreditation and licensing nationwide 
would redtice costs for physicians and hospitals 
without compromising quality. The gowrnment 
could facilitate this proce.ss by creating an antiintst 
safe harbor allowing hospitals and health plans 
to agi-ee on common mles and standards. An 
industry program would then be developed and 
deployed for provider credentialing. 


Estimated cost savings: Implementing a single 
credentialing and hospital privileging process used 
by all payers could result in .$18 billion in -sa\ings 
over 10 years. As part cif that oveiall estimate, 
we estimate that standardizing credentialing 
and licensure requirements could reduce care 
provider administrative costs by about a billion 
dollars per year with savings of $10..^ billion over 
10 years. 


l-chnologv' Can Cut Red Tape and Simp!:f !’ 
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Option 12 Adopt common quality designation standards and create single 
health information database for quality determination. 


2010 

2)11 

2012 

2013 

2014 

2010-2014 

2010-2019 

0.1 

0.1 

0.1 

0.1 

0.1 

0.5 

1.1 

0.0 

0.0 

0.0 

0.0 

0.0 

0,0 

0.0 

0.1 

0.1 

0.1 

0.1 

0.1 

0.5 

1.1 


IBiliions of Dollars} 

Payer 

h’ovider 

Total 

Current system: While progress has been made 
in suindardizing plmician perfonnance 
measurement, significant variability in this 
acthiiy remains across the health care sv'stem. 
Physicians are often measiircrl by multiple partievS 
using different measures and methodologies. 

In addition, the underlying data neces.sary 
for performing measurement is suboptiinally 
coordinated across providers, facilities, and health 
plans, which often present-s challenges for the data 
aggregation necessary for statistically sigtiificant 
analyse.s. The end result is suboptimal quality of 
care, which results in inefficient and wasteful use 
of health care assets. 

Proposed solution: Accelerate the adoption 
of indu.siry-vdde rules and systems for data 
aggregation and measurement meihtKlologies. 
Health plans and Medicare, working 
collaboratively with physicians, hospitals and 
other key stakeholders, would agree on the 
infrasimctures and processes nece.ssaiy to 
efficiently pool local data across health plans 
and settings of care. A new independent public/ 
private parinei-ship at the national level wtmld 
lead and accelerate consistency in the processes 
necessary to achieve this and ensure uniformity 
across the country. As a result, physicians would 
be able to access, correct and utilize their kKJil 
aggregated dam for performance improvement,. 
Researchers and others would have benefit of 
‘‘Sgregaied data for the purposes of tracking and 
developing quality improvement inierv'enlion.s. 


Regarding performance measures themselves, 
and the methodologies underlying the process 
of performance measurement, there currently 
exists a itseful infrastructure upon which to build. 
The recent infusion of federal dollars into the 
National Quality Forum provides the essential 
oversight and endorsement of proposed measures' 
scientific accuracy based upon be.st available 
evidence. The AMA’s Performance (ktnsoriium 
tor Performance Inipi ovement provides a forum 
for expert physicians, and their specialty societies, 
to develop and test specialty-specific measures, 
but requires augmented financial support. Finally, 
specially societies themselves require augmented 
support to accelerate closing the es.seniial 
link in the translation of science into .specific 
clinical guidance that .ser\'es as the foundation 
for p<u t<)rmance measure development. Special 
attention needs to be devoted to advancing 
“epi.sodes of care" and other analytic technique.s 
for cost and utilization measurtnnent. 


Hoh’T.c!;!!. log)- Can Cut Red Tape and Siinpliiy KciJth A: 
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Some abbreviations used in this report 

ASP - Average Sales Price. 

COB -- Coordination of Benefite. 

CORE - Committee on Operating Rules for Information Exchange. The (amncil 
for Affordable Quality Healtlicare (<^QH) laimclied CXfRE with the vision of giving 
providers access to eligibility and benefits information lx*fore or at the time of senice, 
using the electronic system of their choice, for any patient or health plan. 

EDI - El ectronic Data Interchange refers to the structured transmission of data 
between organizations by electronic means. 

EOP -- Explanation of Payment. 

ERA - Electronic Remittance Advice is the electronic eqniviilent of the Explanation 
of Payment. An ER/\ provides details on how claims were paid and/or why they 
were denied. 

HIE - Health Information Exchange. 

HIPPA - The Health Insurance Portability and Accountability Act. Title 11 of HIPAA, 
known as the Administrative Simplification (AS) provisions, require the establishment 
of national standards for electronic health care transactions and national identifiers 
for pmviciers, health insurance plans, and employers to help people keep their 
information private. 

NHIN - Nationwide Health Information Network. 

PHI - Personal Health Information. 

PMIS - Practice Management Information Sv'stem. 

POMIS - Ph)^icians Office Management and Medical Information Systems. 

PRA- Paper Remittance Advice. Same ils Explanation of Pa>ment (EOP). 

WEDI - Workgroup for Electronic Data Interchange. 

X12 - The Accredited Standards Oommittee (ASC) XI 2 develops electronic data 
interchange (EDI) standards and related documents for national and global markets. 
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About the UnitedHealth Center for Health Reform & Modernization 

UnitedHealth ’s new Outer serves as a tVicai point for work on health care 
modernization and national health reform. The Center assesses and develops 
innovative policies and practical solutions tor the health care challenges facing the 
nation. Drawing on UnitedHealth Ciroup’s internal expertise and extensive external 
partnerships, our initial work program falls into six priority areas; 

1. Practical cost containment strategies to slow the growth of U.S. health care costs 

2. Payment reform strategies that better support physicians, hospitals and other 
providers in delivering high quality patienKentered care 

3. Reducing health disparities, particularly in underserved communities 

4. Innov^ative approaches to universal coverage and health ItenefiLs, grounded in 
evidence-based care and consunter engageincn! 

5. Modernizing the care deliveiT system, including .strengthening primary care 

6. Modernizing Medicare, including chronic disease management and end-oMife care 
For more information, see www.unitedhealthgroup.com/reform 

About UnitedHealth Group 

UnitedHealth U»roup serv^es 70 million Americans, funding and arranging health 
care on l>ehalf of Individuals, employers and government, in partnership with more 
than 5,000 hospitals and 650,000 ph)'sicians, nurses and other health professionals 
across the nation. Otir core strengths are in care management, health information 
and technology. As America s most tUversIficd health and well-being company, we not 
only .serve many <)f the country’s most respected employers, we are also the nation \s 
largest Medicare healtJi plan - serving one in five seniors nationwide - and the largest 
Medicaid health plan, supporting underserv'ed communities in 22 slates and the 
District of Columbia. 
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EDOLPHUS TOWNS, NEW YORK 
CHAIRMAN 


DARRELL E. iSSA, CALIFORNIA 
RANKING MINORITY MEMBER 


ONE HUNDRED ELEVENTH CONGRESS 

Congregs! of tfie ®niteti ^tates^ 

fjoiise of JRcprtseiitatibes 

COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM 
2157 Rayburn House Ofrce Building 
Washington, DC 20515^-6143 

Maior.ity (202)23S^S1 
Minonty (2)2! 225-5074 

October 22, 2009 


Mr. James Bloem 

Senior Vice President, Chief Financial Officer and Treasurer 
Humana Incorporated 
500 West Main Street 
Louisville, Kentucky 40202 

Dear Mr. Bloem: 

To complete the record of your testimony before the Domestic Policy Subcommittee on 
September 1 7, 2009, a number of members make the following requests for information in 
writing: 


I ) In 2005, Humana settled claims for alleged improper conduct, including, but not limited 
to, misrepresenting and/or failing to disclose the use of edits to unilaterally “bundle,” 
“downcodc” and/or reject claims for medically necessary covered services, failing to 
recognize CPTO modifiers, and concealing and/or misrepresenting the use of improper 
guidelines and criteria to deny, delay, and/or reduce payment for medically necessary 
covered services. 

a) What did Humana agree to do to settle those claims? Please include dollar 
amounts, if settlement included a monetary component, as well as all substantive 
and procedural changes implemented by Humana and its subsidiaries (by name) 
as part of the settlement or as a result of the claims having been brought. 

b) Has Humana settled other claims or state regulatory actions relating to the 
wrongful delay or denial of claims since 2004? Please include all relevant details. 
If so, please also provide the Subcommittee with figures on the income and 
incentives received by executives responsible for operations that were charged by 
state regulators for any violations of state law. 
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Mr, James Bioem 
October 22, 2009 
Page 2 

2) Please provide the subcommittee with the following statistics for 2008: Number of 
claims Humana received; number of claims paid within 30 days, and the value in dollars 
to Humana of datras that Humana did not pay within 30 days, 60 days, 90 days, 120 
days. 

3) Mr, Cummings asked that your company provide the Subcommittee with audiotapes of, 
and materials prepared for or about, interna! meetings, known in some companies as 
“town hall meetings,” in which financial results, particularly the Medical Loss Ratio, arc 
discussed with employees, 

4) Mr. Schock asked what percent of reimbursed care is defensive medicine perfomied out 
of physician concerns about medical malpractice liability. 

5) Mr. Kennedy asked for tangible recommendations for creating metrics with which to 
evaluate the efficiency of the company’s Infomiafion Technology with respect to its 
performance in reducing waste, duplication and redundancy, 

6) Mr. Conyers requested the compensation received by you, including deferred 
compensation, incentives and bonuses, in the last 5 years. 

The Oversight and Government Reform Committee is the principal oversight committee in 
the House of Representatives and has broad oversight jurisdiction as set forth in House Rule X. 
An attacltment to this letter provides infonnation on how to respond to the Subcommittee’s 
request. 

We request that you provide these documents as soon as possible, bat in no case later than 
5:00 p.m. on Thursday, November 5, 2009. 

If you have any questions regarding this request, please contact Jaron Bourke, Staff Director, 
at (202) 225-6427. 

Sincerely, 

J , ((m-cL- oC — . 

Dennis J. Kucinich 

Cliaiman 

Domestic Policy Siibconiinittee 


ec; Jim Jordan 

Ranking Minority Member 
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EDOLPHUS TOWNS. NEW YORK 
CHAIRMAN 


DARRELL E. ISSA. CALIFORNIA 
RANKING MINORITY MEMBER 


ONE HUNDRED ELEVENTH CONGRESS 

Congregfi of tfje Uniteli States 

JE^ouse ot J^eprtstntatiljeg 

COMIVIITTEE ON OVERSIGHT AND GOVERNMENT REFORM 
2157 Rayburn House Office Building 
Washington, DC 20515-6143 


Maprity <202) 225-5051 
Minority <202) 225-5074 


Domestic Policy Subcommittee Docamcnt Request Instruction Sheet 

In responding to the document request from the Domestic Policy Subcommittee, Committee on 
Oversight and Government Refonn, please apply the instructions and definitions set forth below. 

instmetions 


1 . In complying with the request, you should produce all responsive documents in your 
possession, custody, or control. 

2. Documents responsive to the request should not be destroyed, modified, removed, 
transferred, or otherwise made inaccessible to the Subcommittee. 

3. In the event that any entity, organization, or individual denoted in the request has 
been, or is currently, known by any other name than that herein denoted, the request 
should be read also to include them under that alternative identification. 

4. Each document produced should be produced in a fonn that renders the document 
capable of being copied. 

5. When you produce documents, you should identify the paragraph or clause in the 
Subcommittee’s request to which the documents respond. 

6. Documents produced in response to this request should be produced together with 
copies of file labels, dividers, or identifying markers with which they were associated 
wlien this request was issued. To the c.xtent that documents were not stored with file 
labels, dividers, or identifying markers, they should be organized into separate folders 
by subject matter prior to production. 

7. Each folder and box should be numbered, and a description of the contents of each 
folder and box, including the paragraph or clause of the request to whicli the 
documents are responsive, should be provided in an accompanying index. 

8. It is not a proper basis to rcftisc to produce a document that any other person or entity 
also possesses a nonidentical or identical copy of the same document. 
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9. I f any of the requested information is available in machine-readable or electronic 
fonn (such as on a computer server, hard drive, CD, DVD, memory stick, or 
computer backup tape), you should consult with Subcommittee staff to detemiine the 
appropriate fomiat in which to produce the infonnalion. 

1 0. The Committee accepts electronic documents in lieu of paper productions. 

Documents produced in electronic format should be organized, identified, and 
indexed electronically in a manna* comparable to the organizational structure called 
for in (6) and (7) above. Electronic document productions should be prepared 
according to the following standards: 

(a) The production should consist of single page TIE files accompanied by a 
Concordance-fonnat load file, an Oplicon reference file, and a file defining the fields 
and character lengths of the load file. 

(b) Document numbers in the load file should match document Bates numbers and 
TIF file names. 

(c) If the production is completed througli a series of multiple partial productions, 
field names and file order in all load files should match. 

11. In the event that a responsive document is withlteld on any basis, you should provide 
the following information concerning the document: (a) the reason the document is 
not being produced; (b) the type of document; (c) the general subject matter; (d) the 
date, author, and addressee; and (e) the relationship of the author and addressee to 
each other. 

12. If any document responsive to this request was, but no longer is, in your possession, 
custody, or control, you should identify the document (stating its date, author, subject 
and recipients) and explain the circumstances by which the document ceased to be in 
your possession, custody, or control. 

13. If a date or other descriptive detail set forth in this request referring to a document is 
inaccurate, but the actual date or other descriptive detail is known to you or is 
otherwise apparent from the context of the request, you should produce all documents 
which would be responsive as if the date or other descriptive detail were correct. 

14. This request is continuing in nature and applies to any newly discovered document. 
Any document not produced because it has not been located or discovered by the 
return date should be produced immediately upon location or discovery subsequent 
thereto. 

15. AH documents should be bates-stamped sequentially and produced sequentially. In 
the cover letter, you should include a total page count for the entire production, 
including both hard copy and electronic documents. 



For paper productions, four sets of documents should be delivered; two sets to the 
majority staff and two sets to the minority staff. For electronic productions, one 
dataset to tite majority staff and one dat^et to minority staff are sufficient. 
Productions should be delivered to majority staff in B-349B Rayburn House 
Office Building and the minority Baffin B-350A Rayburn House Office Building. 
You should consult with Subcommittee staff regarding the method of delivery prior to 
sending any materials. 

Upon completion of the document production, you should submit a written 
certification, signed by you or your counsel, stating that: (1) a diligent search has 
been completed of all documents in your possession, custody, or control which 
reasonably could contain responsive documents; and (2) all documents located during 
the search that are responsive have been produced to the Subcommittee or identified 
in a privilege log provided to the Subcommittee. 
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Definitions 


1 . The tenn “documenf ' means any written, r<x:orded, or graphic matter of any nature 
whatsoever, regardless of how recorded, and whether original or copy, including, but 
not limited to, the following: memoranda, reports, expense reports, books, manuals, 
instructions, financial reports, woricing papers, records notes, letters, notices, 
confmnations, telegrams, receipts, appraisals, pamphlets, magazines, newspapers, 
prospectuses, interoffice and intra-office communications, electronic mail (email), 
contracts, cables, notations of any type of conversation, telephone calls, meetings or 
other communications, bulletins, printai matter, computer printouts, teletypes, 
invoices, transcripts, diaries, analj^s, returns, summaries, minutes, bills, accounts, 
estimates, projections, comparisons, messages, correspondence, press releases, 
circulars, financial statements, reviews, opinions, offers, studies and investigations, 
questionnaires and surveys, and work sheets (and all drafts, preliminary versions, 
alterations, modifications, revisions, changes, and amendments of any of the 
foregoing, as well as any attachments or appendices thereto). The term also means 
any graphic or oral records or representations of any kind (including without 
limitation, photographs, charts, graphs, voice mails, microfiche, microfilm, videotape, 
recordings and motion pictures), electronic and mechanical records or representations 
of any kind (including, without limitation, tapes, cassettes, disks, computer server 
flies, computer hard drive files, CDs, DVDs, memory sticks, and recordings), and 
other written, printed, typed, or other graphic or recorded matter of any kind or 
nature, however produced or reproduced, and whether preserved in writing, film, 
tape, disk, videotape or otherwise. A document bearing any notation not a part of the 
original text is to be considered a separate document. A draft or non-identical copy is 
a separate document within the meaning of this tenn. 

2. The term “documents in your possession, custody, or control*’ means (a) documents 
that are in your possession, custody, or control, whether held by you or your past or 
present agents, employees, or representatives acting on your behalf; (b) documents 
that you have a legal right to obtain, that you have a right to copy, or to which you 
have access; and (c) documents that you have placed in the temporary possession, 
custody, or control of any third party. 

3. The tenn “communication” means each manner or means of disclosure or exchange 
of infonnation, regardless of means utilized, whether oral, electronic, by document or 
otherwise, and whether face-to-face, in a meeting, by telephone, mail, telexes, 
discussions, releases, personal delivery, or otherwise. 

4. The terms “and” and “or” shall be construed broadly and either conjunctively or 
disjunctively to bring within the scope of the request any information which might 
otherwise be construed to be outside its scope. The singulai* includes plural number, 
and vice versa. The masculine includes the faninme and neuter genders. 

5. The lenns “person” or “persons” means natural persons, firms, partnerships, 
associations, corporations, subsidiaries, divisions, departments, joint ventures. 
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proprietorships, syndicates, or other le^i, business or government entities, tuid all 
subsidiaries, atTiliates, divisions, departments, branches, and other units thereof. 

6. The tenns “refening'’ or "relating,” widi respa:t to any given subject, means anything 
that constitutes, contains, embodies, reflects, identifies, states, refers to, deals with, or 
is in any mannei' whatsoever pertinent to that subject. 
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Heidi 5. Marguiis 
Swiior Vk» President 
Government Relations 
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Humana Inc. 

The Humana Building 

500 West Mam Street 

P.O. Box 1438 

Louisville, KY 40201-1438 

502 580 1854 Tel 

502 508 1854 Fax 

800 486 2620 Ext 1854 

E-mail: hmargutisShumana.com 

www.humana com 


HUMANA 

LiuiJanca when yon need it most 


November 5, 2009 

VIA HAND DELIVERY 

The Honorable Dennis J. Kucinich 
Chairman 

Domestic Policy Subcommittee 

Committee on Oversight and Government Reform 

U.S. House of Representatives 

2157 Rayburn House Office Building 

Washington, D.C, 20515-6143 

Attn: Jason Bourke, Majority Staff Director (B-349B Rayburn House Office Building) 

Jean Gosa, Clerk (jean.gosa@mail.house.gov) 

Ke: Humana Inc. Response to the Committee's October 22» 2009 Request for 

Supplemental Information 

Dear Mr. Chairman: 

On behalf of Humana Inc. (“Humana”), I am responding to the Subcommittee’s written request of 
October 22, 2009 for supplemental information relating to the testimony of James H. Bloem, Senior Vice 
President, Chief Financial Officer and Treasurer of Humana, before the Subcommittee on September 1 7, 
2009. Humana is submitting this information in its continuing spirit of cooperation. Pursuant to the 
Committee’s instructions, tlie documents submitted in conneaion with this request for information are 
bateS'Stamped for tracking purposes (Bates Nos. HUM-OGR-000001 - HUM-OGR-000542). 

Follow-up Questiou I.- In 2005, Humana settled claims for alleged improper conduct, including, but not 
limited to, misrepresenting and/or failing to disclose the use of edits to unilaterally “hmdle, ” 

'^downcode ” and/or reject claims for medically necessary covered services, failing to recognize CPTO 
modifiers, and concealing and/or misrepresenting the use of improper guidelines and criteria to deny, 
delay, and/or reduce payment for medically necessary covered services. 

a) What did Humana agree to do to settle those claims? Please include dollar amounts, if 
settlement included a monetary component, as well as all substantive and procedural 
changes implemented by Humana and Its subsidiaries (by name) as part of the settlement 
or as a result of the claims having been brought. 
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In 1999, Humana was among the managed care companies involved in a lawsuit that was part of a 
wave of generally similar actions targeting the health care payer industry. These lawsuits included a 
lawsuit against us and originally nine of our competitors that was brought on behalf of physicians who 
treated our members since 1 990. The plaintiffs asserted that we and other defendants paid providers 
incorrectly. These cases were consolidated in the United States District Court for the Southern District of 
Florida and styled In re Managed Care Litigation. In October, 2005, we agreed to settle the matter by 
payment of $40 million for the physicians and $18 million for the plaintiffs’ attorneys. The settlement 
agreement (the “Agreement”), which included a disclaimer of any wrongdoing by Humana, recognized 
that Humana had undertaken numerous initiatives to facilitate relationships with, and payments to, 
physicians and provided for additional undertakings during its four-year terra. Five of the otlier 
companies involved in the lawsuit entered into similar agreements. The Agreement expired on October 
1 9, 2009. A copy of the Agreement, which has been widely available for several years, is attached hereto 
as Exhibit A . S^tion 7 of the Agreement contains a detailed description of the initiatives. 

b) Has Humana settled other claims or state regulatory actions relating to the wrongful 
delay or denial of claims since 2004? Please include all relevant details. If so, please 
also provide the Subcommittee with figures on the income and incentives received by 
executives responsible for operations that we charged by state regulators for any 
violations of state law. 

Our current and past business practices are subject to review by various state insurance and health 
care regulatory authorities and other state and federal regulatory authorities on a regular basis. These 
regulatory authorities regularly scrutinize the business practices of health insurance and benefits 
companies, focusing on numerous facets of our business, including claims payment practices, competitive 
practices, commission payments, privacy issues, utilization management practices, and sales practices. 
Attached as Exhibit B . please find a summary including all relevant details of fines and violations levied 
against Humana and its subsidiaries relating to any alleged wrongful delay or denial of claims since 2004. 

In addition, we also are involved in various other lawsuits tliat arise in the ordinary course of our 
business operations, including claims relating to performance of contractual obligations to providers, 
members and others, including assertions of failure to properly pay claims. We have resolved matters 
involving state laws requiring interest payments for claims not paid within a limited period of time, and 
have also settled claims brought by members and providers relating to asserted claims payment issues, in 
addition, pursuant to the Agreement referenced in response to Question 1 .a., we agreed for a four-year 
period to pay interest on all claims not paid within the time periods referenced in the Agreement. None of 
these settlements (other than the Agreement referenced above) has been material. 

In addition, please note Mr. Bloem’s written testimony submitted to the Subcommittee regarding 
findings from the most recent PayerView rankings, conducted each year by atlienahealth (a physician 
revenue management company). These findings are based on that organization’s independent statistical 
analysis derived from more than 17,000 physicians representing $7 billion in billed charges, sent to 172 
payers in over 40 states. In addition to ranking Humana and our peer companies, athenahealth also ranks 
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Medicare Part B, providing an important point of comparison between private health plans and the 
government-run Medicare Fee-for-Service program. For 2009, Humana ranked first among national 
payers as “easiest to do business with” for doctors and hospitals. Specifically, athenahealth found 
Humana to have the lowest “denial rate” among all major payers. In contrast, the government’s Medicare 
Part B ranked fifth. Humana also was ranked as the fastest payer to physicians. Medicare Part B again 
ranked fifth. 

Humana’s senior management is ultimately responsible for the operations that were charged by 
state regulators as detailed in Exhibit B. Please see Humana’s Proxy Statements for the years 2006 
through 2009, attached hereto as Exhibit C . which set forth the compensation for Humana’s top five 
executive officers for the years 2004 through 2008. In addition, please refer to the section entitled, 
'’^Compensation Discmsion and Analysis— Annual Incentives - Managemeni Incentive Plan" in the Proxy 
Statements for the years 2007 tlirough 2009, which provides a detailed description of Humana’s 
compensation philosophy, compensation program objectives, and the performance targets used to 
determine incentive compensation for those years for each named executive officer. 


Follow-up Question 2: Please provide the Subcommittee with the following statistics for 2008: Number 
of claims Humana received: number of claims paid within 30 days, and the value in dollars to Humana of 
claims that Humana did not pay 'within 30 days, 60days, 90days, llOdays. 

Humana does not maintain statistics for the concept of claims “paid,” because a single claim may 
include multiple itemized requests for payment, each of which is evaluated during processing for validity 
and appropriateness under the member’s policy. Some of these itemized requests, after processing, may 
have been returned to the provider for additional information or found to not be within the coverage of the 
policy. The remaining claims, classified as claims “allowed,” are either paid by Humana or applied to the 
member’s deductible or other cost sharing arrangement. In 2008, Humana processed approximately 62.4 
million medical claims (excluding pharmacy claims, health care encounters witli providers under a 
capitation arrangement and the company’s Puerto Rico operations, which represents a de minimus 
amount), of which 61.4 million, or 98.46% were processed within 30 days. Of the approximately $17.56 
billion in claims processed and allowed in 2008, approximately $16.2 billion, or 92.25%, were processed 
and allowed within 30 days. 

Certain claims information for Humana in 2008 was as follows': 


Claims allowed within 30 days 92.25% 

Claims allowed between 30 and 60 days 4.79% 

Claims allowed between 60 and 90 days 1.15% 

Claims allowed between 90 and 1 20 days 0.59% 

Claims allowed after 120 days 1 .22% 


* Represents the percentage of claims received in 2008, by dollar value, that were processed and allowed (paid or 
applied to the member’s deductible or other cost sharing arrangement) within the specified number of days from 
receipt. 
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As mentioned above, in addition to being ranked first among national payers as “easiest to do 
business with” for doctors and hospitals in the most recent PayerView rankings conducted by 
athenahealth, Humana was also ranked as the fastest payer to physicians, with an average of 26.7 days for 
a practice to get paid by Humana from the date the charge was entered into athenahealth’s system. 

Humana is required by state “prompt pay” laws to process claims witliin a certain time frame, 
usually 30, 45, or 60 days. These laws impose a series of requirements and penalties intended to ensure 
that health care professionals are paid in a timely fashion. A typical prompt pay law applies to all “clean 
claims,” meaning that the provider properly used our paper claim form or followed the specified 
electronic billing format, and has completed all the required fields with enough information to allow us to 
process the claim. Although there are generally exceptions for situations where we cannot make a 
determination on a claim without additional information (such as whether the member has other 
insurance), in such circumstances, we are required to request such additional information within a set time 
frame and process the claim within the required prompt pay period once the information has been 
provided. If we fail to process claims within the required time period, we are generally required to pay 
interest to the provider, and may be subject to fines if we routinely fail to pay claims in a timely manner 
and/or fail to pay interest. 

During the September 17 hearing, members of the Subcommittee queried whether insurance 
companies delay payment of claims in order to take advantage by holding the “float” and earning 
investment income. Humana does not engage in this practice because it does not make sound business 
sense for two reasons: 

(1) We believe that this practice would adversely impact our relationship witii providers, 
whom we view as valued partners in our business model, Accordingly, we strive to be 
tlie fastest and most accurate payor in the industry, and, as mentioned above, have been 
recognized as such by athenahealth. 

(2) Claim payment delays lead to more administrative costs in the form of handling provider 
inquiries (calls), duplicate claim submissions and rework. 

We believe that both of these issues more than outweigh any potential financial gain from trying to take 
advantage of the “float” for purposes of earning additional investment income. 


Follow-up Question 3: Mr. Cummings asked that your company provide the Subcommittee "with 
audiotapes of and materials prepared for or about, internal meetings, known in some companies as 
''town hall meetings , " in which financial results, particularly the Medical Loss Ratio, are discussed with 
employees. 

Although Humana does not hold “town hall meetings,” Michael B. McCailister, the company’s 
Chief Executive Officer, does hold semi-annual meetings to update employees on strategic and other 
matters. These meetings did not include a discussion of the company’s medical loss ratio. However, for 
your information, we have enclosed as Exhibit D copies of the presentations for such meetings held on 
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December 3, 2008 and May 1 2, 2009. Please note that this portion of the submission has been marked 
“Confidential and Proprietary,” as it includes sensitive, confidential and proprietary information, the 
public disclosure of which would be wrong and unethical and harmful to Humana’s competitiveness in its 
markets. We urge you to ensure that such information is not disseminated. 


FoIIow-up Question 4: Mr. Schock asked what percent of reimbursed care is defensive medicine 
performed out of physician concerns about medical malpractice liability. 

Although Humana does not maintain statistics regarding the use of defensive medicine, or tlie 
practice of medicine designed to avert the future possibility of malpractice suit, primarily in order to 
avoid liability rather than to benefit the patient, it is a subject that we have been aware of for some time. 
For your information, we have attached two shidies that addressed the subject of defensive medicine. 

In 2008, the Massachusetts Medical Society conducted a study of Massachusetts physicians and 
the practice of defensive medicine, one of tlie first such studies to attempt to quantify defensive practices 
across a number of medical specialties and link defensive medicine to Medicare cost data. The study 
found that 83 percent of physicians reported practicing defensive medicine, and that an average of 1 8 to 
28 percent of tests, procedures, referrals and consultations, and 1 3 percent of hospitalizations, were 
ordered for defensive reasons. In the study, the Massachusetts Medical Society estimated the cost of such 
practices to be a minimum of $1.4 billion, but noted that this estimate did not include tests and diagnostic 
procedures ordered by physicians in other specialties, observation admissions to hospitals, specialty 
referrals and consultations, or unnecessary prescriptions. Furthermore, the eight specialties surveyed 
represented only 46 percent of Massachusetts physicians. For your reference, a copy of this study is 
attached as Exhibit E . 

In 2005, researchers from the Harvard School of Public Health and Columbia Law School 
conducted a joint study of physicians in Pennsylvania to determine tlie prevalence and characteristics of 
defensive medicine among physicians practicing in high-liability specialties during a period of substantial 
instability in the malpractice environment. Out of a total of 824 physicians that completed the survey, 
nearly all of the physicians (93%) reported practicing defensive medicine. The study found that 
“assurance behavior,” such as ordering tests, performing diagnostic procedures, and referring patients for 
consultation, was very common (92%). The study also found that avoidance of procedures and patients 
that were perceived toelevate the probability of litigation was also widespread, and 42 percent of 
respondents reported taking steps to restrict their practice in the previous 3 years, including eliminating 
procedures prone to complications, such as trauma surgery, and avoiding patients who had complex 
medical problems or were perceived as litigious. The study concludes with an analysis of the effects of 
such defensive and avoidance measures on the cost of, and access to, health care. For your reference, a 
copy of this study is attached as Exhibit F . 
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Follow-up Question 5: Mr. Kennedy asked for tangible recommendations for creating metrics with 
which to evaluate the efficiency of the company s Information Technology with respect to its performance 
in reducing waste, duplication and redundancy. 

As mentioned in Mr. Bloem’s written testimony submitted to the Subcommittee for the 
September 1 7, 2009 hearing, through Availity, an industry-leading, multi-payer, multiuse electronic 
medical provider information exchange that Humana co-founded in 2001 with Blue Cross Blue Shield of 
Florida, we’ve shown tlie way to fulfill the President’s call for a workable healthcare IT superhighway, 
with attendant standardization, speed, accuracy, transparency, and significant cost savings. Today, across 
the country, over 50,000 physicians, 1,000 hospitals, 100 million members, 100,000 employers, 150 
direct public/private health plans, 1,150 indirect pubHc/private plans connect and/or access Availity, 
resulting in 600 million transactions projected tliis year. 

Availity has digitized most of the non-standardized administrative processes. It serves as a 
claims clearinghouse with real-time transactions in the areas of eligibility and benefits, claims submission 
and status, remittances, authorizations and referral submission and inquiry. Its CardRead function allows 
for member ID card processing and its financial solutions include CareCostEstimator, allowing for real- 
time patient responsibility estimation and CareColIect, which uses a combination of ID card, debit/credit 
card and check processing. Avallity’s clinical solutions include the CareProfile, areal-time electronic 
health record, and CarePrescribe for new, refill and renewal prescriptions. 

in terms of streamlined, cost-saving interactions with health plans as well as improved patient 
safety, a study of doctors who use the Availity CareProfile electronic payer-based health record show a 
three- to six-minute reduction in patient intake and assessment time, adding critical efficiency to the 
system while giving physicians critical clinical information about their patients. Providers who use 
Availity regularly have reduced their phone call interactions with plans by more than ten percent in the 
first ten months. At a cost of $ 1 .3 8-$2.70 per call, industry-wide savings can be exponential. And, 
Availity’s CarePrescribe has been shown to reduce preventable adverse drug events by 61 percent 

Finally, the State of Florida’s Agency for Health Care Administration uses Availity as a health 
infonnation exchange and health record with its Medicaid program. In addition, the Commonwealth of 
Virginia has contracted with Availity for its Virginia Health Exchange Network to develop a 
public/private portal for tlie state. America’s Health Insurance Plans selected Availity for a multi-payer 
portal proof-of-concept in Ohio. 

In addition to Availty, Humana has leveraged Information Technology to drive electronic 
transactions and self-service to reduce waste, duplication and redundancy. Today, we have 2 million 
members registered for MyHumana, our secure portal for member self-service, tools, and access to health 
and wellness content. These members access MyHumana 500,000 times each month, driving over 1 .2 
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miliion inquiries and transactions that would otherwise generate phone calls. In addition, 450,000 
members have opted to receive explanation of benefits and SmartSummary statements electronically 
instead of in paper form. Overall, members view over 4 million pages of information each month at no 
cost. 


In addition to those registered through Availity, approximately 1 .7 million providers, office 
administrators, and clinical support and billing professionals are registered on our secure provider portal. 
The web site complements transactions and information otfered through Availity, and generates over 4 
million transactions each month. 

Our transparency tools engage consumers and facilitate informed healthcare decisions. Our 
Physician Finder helps members find in-network providers across a variety of specialties, and includes 
certifications, accreditations and recognition from organization such as the National Committee for 
Quality Assurance (NCQA), a not-for-profit organization dedicated to improving health care quality. 
Other tools provide pharmacy locations and drug comparisons, helping members understand potential 
savings between brand name and generic drugs. 

Finally, our clinical alerts software identifies member who may benefit from clinical guidance. 
We deliver the alerts electronically to customer care specialists handling member phone calls as one way 
to engage members in clinical programs. Member participation in clinical programs can help reduce 
medical costs and improve health outcomes, 

We believe that widespread adoption of Availty and Humana’s other Information Technology 
initiatives would lead to lower cost across the health care system, and we are working toward that goal. 
For a detailed presentation of administrative, financial and clinical metrics that Humana has identified to 
evaluate the efficiency of the company’s Information Technology, including Availty, please refer to the 
attached Exhibit G . 


Follow-up Question 6; Mr. Conyers requested the compensation received by [Mr. Bloem], including 
deferred compensation, incentives and bonuses, in the last 5 years. 

Please refer to Humana’s Proxy Statements for the years 2006 through 2009, attached hereto as 
Exhibit C. which set forth the compensation received by Mr. Bloem, Humana’s Senior Vice President, 
Chief Financial Officer and Treasurer, for the years 2004 through 2008, including deferred compensation, 
incentives and bonuses. 
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Let me conclude by noting that Humana’s voluntary response was prepared to the best of our 
abilities to comply with tlie Committee’s requests and deadlines. We reserve the right to supplement and 
amend these responses as needed. 

If you have any questions about the information we have provided in this letter or the enclosures, 
please Ictus know. 


Sincerely, 



Enclosures 


The Honorable Jim Jordan, Ranking Minority Member (w/enclosure) 

Michael B. McCallister, President and Chief Executive Officer, Humana Inc. (w/o end.) 
Christopher M. Todoroff, Senior Vice President and Cfeneral Counsel, Humana Inc. (w/o end.) 
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